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Title  3 — The  President 

EXECUTIVE  ORDER  11695 

Further  Providing  for  the  Stabilization  of  the  Economy 

On  August  15,  1971,  I  issued  Executive  Order  11615  establishing  a 
freeze  on  prices,  rents,  wages  and  salaries  for  a  period  of  90  days  from 
the  date  of  that  order  and  establishing  the  Cost  of  Living  Council  as  the 
agency  with  primary  responsibility  for  administering  the  Economic  Sta¬ 
bilization  Program. 

Subsequently,  I  issued  Executive  Order  11627  which  continued  the 
Cost  of  Living  Council  and  established  a  Pay  Board  and  a  Price  Com¬ 
mission.  Under  the  terms  of  that  order,  the  Cost  of  Living  Council  estab¬ 
lished  broad  stabilization  goals  for  the  Nation  and  the  Pay  Board  and 
Price  Commission,  acting  through  their  respective  Chairmen,  prescribed 
specific  standards,  criteria  and  regulations  and  made  rulings  and  deci¬ 
sions  aimed  at  carrying  out  goals  of  the  Economic  Stabilization  Program. 

On  December  22,  1 97 1 , 1  signed  into  law  amendments  to  the  Economic 
Stabilization  Act  of  1970.  To  reflect  changes  made  by  these  amendments 
and  to  reaffirm  the  existing  delegation  of  authority  to  the  Cost  of  Living 
Council,  I  substituted  Executive  Order  1 1 640. 

As  the  result  of  efforts  under  the  Economic  Stabilization  Program,  by 
public  officials  and  private  citizens  alike,  the  rate  of  inflation  has  been 
significantly  reduced.  However,  in  furtherance  of  the  goals  and  for  the 
reasons  set  forth  in  my  message  to  the  Congress  of  this  date,  I  have  deter¬ 
mined  that  to  continue  to  stabilize  the  economy,  reduce  inflation,  mini¬ 
mize  unemployment,  improve  the  Nation’s  competitive  position  in  world 
trade,  and  protect  the  purchasing  power  of  the  dollar,  all  in  the  context 
of  sound  fiscal  management  and  effective  monetary  policies,  the  Eco¬ 
nomic  Stabilization  Program  should  be  continued,  building  upon  the 
solid  foundation  of  achievement  accomplished  in  the  past  and  redirecting 
our  efforts  to  respond  to  the  needs  of  the  current  year. 

NOW,  THEREFORE,  by  virtue  of  the  authority  vested  in  me  by  the 
Constitution  and  statutes  of  the  United  States,  particularly  the  Eco¬ 
nomic  Stabilization  Act  of  1970,  as  amended,  it  is  hereby  ordered  as 
follows : 

Section  1.  (a)  The  Cost  of  Living  Council  (hereinafter  referred  to 
as  the  “Council”),  established  by  section  2  of  the  Executive  Order  11615 
of  August  15,  197 1,  is  hereby  continued. 

(b)  The  Council  shall  be  composed  of  the  following  members:  The 
Secretary  of  the  Treasury,  the  Secretary  of  Agriculture,  the  Secretary  of 
Commerce,  the  Secretary  of  Labor,  the  Secretary  of  Health,  Education, 
and  Welfare,  the  Secretary  of  Housing  and  Urban  Development,  the 
Director  of  the  Office  of  Management  and  Budget,  the  Chairman  of  the 
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Council  of  Economic  Advisers,  the  Director  of  the  Office  of  Emergency 
Preparedness,  the  Special  Assistant  to  the  President  for  Consumer  Affairs 
and  such  others  as  the  President  may,  from  time  to  time,  designate.  The 
Secretary  of  the  Treasury  shall  serve  as  Chairman  of  the  Council  and 
the  Chairman  of  the  Council  of  Economic  Advisers  shall  serve  as  Vice 
Chairman.  The  Chairman  of  the  Board  of  Governors  of  the  Federal 
Reserve  System  shall  serve  as  adviser  to  the  Council. 

(c)  There  shall  be  a  Director  of  the  Cost  of  Living  Council  who  shall 
be  appointed  by  the  President,  be  a  member  of  the  Council,  be  a  full¬ 
time  official  of  the  United  States,  be  the  Council’s  Chief  Executive  Officer, 
and  be  compensated  at  the  rate  prescribed  for  Level  III  of  the  Executive 
Schedule  by  section  5314  of  Title  5  of  the  United  States  Code. 

Sec.  2.  (a)  Except  as  otherwise  provided  in  subsection  (b)  of  this 
section,  all  the  powers  and  duties  conferred  upon  the  President  by  the 
Economic  Stabilization  Act  of  1970,  as  amended,  are  hereby  delegated 
to  the  Chairman  of  the  Council,  including,  without  limitation,  the  power 
and  duty  to  make  the  determinations  and  take  the  actions  required  or 
permitted  by  the  act. 

(b)  The  authority  conferred  by  or  pursuant  to  this  order  shall  not 
extend  to  the  prices  charged  for  raw  agricultural  products  until  after 
the  first  sale  thereof. 

(c)  The  Council  shall  develop  and  recommend  to  the  President  poli¬ 
cies,  mechanisms  and  procedures  to  achieve  and  maintain  stability  of 
prices  and  costs  in  a  growing  economy.  To  this  end  it  shall  consult  with 
representatives  of  agriculture,  industry,  labor,  State  and  local  govern¬ 
ments,  consumers  and  the  public,  including  the  National  Commission  on 
Productivity. 

(d)  In  all  of  its  actions  the  Council  shall  be  guided  by  the  need  to 
maintain  consistency  of  price  and  wage  policies  with  fiscal,  monetary, 
international,  and  other  economic  policies  of  the  United  States. 

(e)  The  Council  shall  inform  the  public,  agriculture,  industry,  and 
labor  concerning  the  need  for  controlling  inflation  and  shall  encourage 
and  promote  voluntary  action  to  that  end. 

Sec.  3.  (a)  All  orders,  regulations,  circulars,  rulings,  notices  or  other 
directives  issued  and  all  other  actions  taken  by  any  agency  pursuant  to 
Executive  Order  11588,  as  amended,  Executive  Order  11615,  as 
amended,  Executive  Order  11627,  as  amended,  and  Executive  Order 
1 1 640,  as  amended,  and  in  effect  on  the  date  of  this  order  are  hereby 
confirmed  and  ratified,  and  shall  remain  in  full  force  and  effect  as  if 
issued  under  this  order,  unless  or  until  altered,  amended,  or  revoked  by 
the  Chairman  or  by  such  competent  authority  as  the  Chairman  may 
specify,  and  shall  be  administered  by  the  Chairman  or  by  such  com¬ 
petent  authority  as  the  Chairman  may  specify. 

(b)  The  Chairman  shall  take  such  steps  as  are  necessary  to  make 
appropriate  disposition  of  actions  in  process  under  the  Economic  Sta¬ 
bilization  Program  and  to  effect  an  orderly  transfer  of  stabilization 
functions  pursuant  to  this  order. 
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(c)  This  order  shall  not  operate  to  defeat  any  suit,  action,  prosecu¬ 
tion,  or  administrative  proceeding,  whether  heretofore  or  hereafter  com¬ 
menced,  with  respect  to  any  right  possessed,  liability  incurred,  or  offense 
committed  prior  to  this  date. 

(d)  Renegotiation  provisions  in  price,  rent,  wage  or  salary  contracts 
which  are  dependent  for  their  operation  on  modification  or  termination 
of  the  Economic  Stabilization  Program  are  hereby  declared  inoperative 
as  unreasonably  inconsistent  with  the  goals  of  the  Economic  Stabiliza¬ 
tion  Program.  Except  to  the  extent  permitted  pursuant  to  the  provisions 
of  section  4(a),  this  order  shall  not  operate  to  permit : 

( i )  A  retroactive  increase  in  prices,  rents,  wages  or  salaries  for  goods 
or  services  sold  or  leased  or  work  performed  while  the  prices,  rents,  wages 
or  salaries  were  subject  to  the  rules  of  the  Price  Commission  or  the  Pay 
Board,  or 

(ii)  A  prospective  increase  in  prices,  rents,  wages  or  salaries  under 
the  terms  of  a  contract  subject  to  a  Price  Commission  or  Pay  Board 
decision  and  order,  except  to  the  extent  consistent  with  such  decision  and 
order. 

Sec.  4.  (a)  The  Chairman,  in  carrying  out  the  provisions  of  this 
order,  may  continue  to  (i)  prescribe  definitions  for  any  terms  used 
herein,  (ii)  make  exceptions  or  grant  exemptions,  (iii)  issue  regulations 
and  orders,  (iv)  provide  for  the  establishment  of  committees  and  other 
comparable  groups,  and  (v)  take  such  other  actions  as  he  determines 
to  be  necessary  or  appropriate  to  carry  out  the  purposes  of  this  order. 

(b)  The  Chairman  may  redelegate  to  any  agency,  instrumentality,  or 
official  of  the  United  States  any  authority  under  this  order,  and  may,  in 
administering  this  order,  utilize  the  services  of  any  other  agency,  Federal 
or  State,  as  may  be  available  or  appropriate. 

(c)  On  request  of  the  Chairman,  each  executive  department  or 
agency  is  authorized  and  directed,  consistent  with  law,  to  furnish  the 
Council  with  any  available  information  which  the  Council  may  require 
in  the  performance  of  its  functions,  and  shall  provide  such  other  assist¬ 
ance  in  carrying  out  the  provisions  of  this  order  as  is  permitted  by  law. 

Sec.  5.  (a)  The  Construction  Industry  Stabilization  Committee  (here¬ 
inafter  referred  to  as  the  CISC)  established  by  section  2  of  Executive 
Order  11588  of  March  29,  1971,  is  hereby  continued  and  shall  con¬ 
tinue  to  act  as  an  agency  of  the  United  States.  The  CISC  shall  perform 
such  functions  with  respect  to  the  stabilization  of  wages  and  salaries 
in  the  construction  industry  as  the  Chairman  of  the  Council  may  delegate 
to  it. 

(b)  The  CISC  shall  be  composed  of  twelve  members.  The  CISC  shall 
include  four  members  representative  of  labor  organizations  in  the  con¬ 
struction  industry,  four  memliers  representative  of  employers  in  the 
construction  industry,  and  four  members  representative  of  the  public.  The 
CISC  shall  conduct  its  proceedings  in  such  manner  as  will  be  conducive 
to  the  proper  dispatch  of  its  business  and  to  the  ends  of  justice. 

(c)  The  craft  dispute  boards  (hereinafter  referred  to  as  “boards”) 
established  by  associations  of  contractors  and  national  and  irternational 
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unions  under  section  2  of  Executive  Order  1 1588  are  hereby  continued. 
Each  board  shall  be  composed  of  appropriate  labor  and  management 
representatives.  The  boards  shall  perform  such  functions  with  respect 
to  the  stabilization  of  wages  and  salaries  in  the  construction  industry 
as  the  Chairman  of  the  Council  may  prescribe. 

(d)  Upon  a  determination  by  a  board  or  the  CISC  that  a  propose^ 
wage  or  salary  increase  is  not  acceptable  and  certification  of  that  deter¬ 
mination  by  the  Chairman  of  the  Cost  of  Living  Council  the  following 
actions  shall  be  taken. 

(i)  In  implementing  the  provisions  of  the  Davis-Bacon  Act  of  March 
3,  1931  (46  Stat.  1494,  as  amended)  and  related  statutes  the  provisions 
of  which  are  dependent  upon  determinations  by  the  Secretary  of  Labor 
under  the  Davis-Bacon  Act,  and  including  State  statutes  or  laws  requir¬ 
ing  similar  wage  standards,  the  Secretary  of  Labor  and  all  States  shall 
not  take  into  consideration  any  wage  or  salary  increases  in  excess  of  that 
found  to  be  acceptable  in  making  determinations  under  that  act  and 
related  statutes. 

(ii)  In  order  to  assure  that  unacceptable  wage  rates  shall  not  be 
utilized  in  Federal  or  federally-related  construction,  the  heads  of  all 
Federal  departments  and  agencies,  subject  to  the  direction  and  coordina¬ 
tion  of  the  Chairman  of  the  Cost  of  Living  Council : 

( 1 )  shall  review  all  plans  for  construction  and  financial  assistance 
for  construction  in  localities  in  which  wage  or  salary  increases  have  been 
certified  by  the  Chairman  of  the  Cost  of  Living  Council  to  be  unaccept¬ 
able  and  shall,  on  the  basis  of  that  review,  determine  whether  such  plans 
can  be  approved  or  continued;  and 

(2)  shall  review  current  and  prospective  construction  contracts  for 
Federal  construction  and  for  construction  on  projects  receiving  Federal 
financial  assistance  in  the  area  affected  by  a  certification  by  the  Chair¬ 
man  of  the  Cost  of  Living  Council  and  shall,  on  the  basis  of  such  review, 
determine  whether  such  contracts  can  be  awarded  or  continued. 

Sec.  6.  (a)  There  is  hereby  established  the  Cost  of  Living  Council 
Committee  on  Health  to  be  composed  of  the  Director  of  the  Council, 
who  shall  be  its  Chairman,  the  Vice  Chairman  of  the  Council,  the 
Secretary  of  the  Treasury,  the  Secretary  of  Health,  Education,  and  Wel¬ 
fare,  the  Director  of  the  Office  of  Management  and  Budget,  and  such 
others  as  the  President  may,  from  time  to  time,  designate.  The  Commit¬ 
tee  shall  review  Government  activities  significantly  influencing  health 
care  expenses  and  make  recommendations  to  the  Chairman  of  the 
Council  concerning  these  matters. 

(b)  There  is  hereby  established  a  Health  Industry  Advisory  Com¬ 
mittee.  This  Committee  shall  be  composed  of  such  members  as  the  Presi¬ 
dent  may,  from  time  to  time,  appoint.  The  President  shall  designate  the 
Chairman  of  the  Committee.  The  Committee  shall  provide  advice  to  the 
Council  on  the  operation  of  the  Economic  Stabilization  Program  in  the 
health  industry  and  other  matters  related  to  health  care  expenses. 

Sec.  7.  (a)  There  is  hereby  established  the  Cost  of  Living  Council 
Committee  on  Food  which  shall  l)e  composed  of  the  Chairman  of  the 
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Council,  who  shall  be  its  Chairman,  the  Vice  Chairman  of  the  Council, 
the  Director  of  the  Council,  the  Secretary  of  Agriculture,  the  Director  of 
the  Office  of  Management  and  Budget  and  such  others  as  the  President 
may,  from  time  to  time,  designate.  The  Committee  shall  review  Govern¬ 
ment  activities  significantly  affecting  food  costs  and  prices  and  make 
recommendations  to  the  Chairman  of  the  Council  concerning  these 
matters. 

(b)  There  is  hereby  established  a  Food  Industry  Advisory  Committee. 
This  Committee  shall  be  composed  of  such  members  as  the  President 
may,  from  time  to  time,  appoint.  The  President  shall  designate  the 
Chairman  of  the  Committee.  The  Committee  shall  provide  advice  to  the 
Council  on  the  operation  of  the  Economic  Stabilization  Program  in  the 
food  industry  and  other  matters  related  to  food  costs  and  prices. 

Sec.  8.  There  is  hereby  established  a  Labor-Management  Advisory 
Committee.  This  Committee  shall  l)e  composed  of  such  members  as  the 
President  may,  from  time  to  time,  appoint.  The  Committee  shall  provide 
advice  to  the  Chairman  of  the  Council  on  methods  for  improving  the 
collective  bargaining  process  and  for  assuring  wage  and  salary  settle¬ 
ments  consistent  with  gains  in  productivity  and  the  goal  of  stemming 
the  rate  of  inflation. 

Sec.  9.  The  Committee  on  Interest  and  Dividends  established  by 
section  9  of  Executive  Order  1 1627  is  hereby  continued.  The  Committee 
shall  be  composed  of  the  Chairman  of  the  Board  of  Governors  of  the 
Federal  Reserve  System,  the  Secretary  of  the  Treasury,  the  Secretary  of 
Commerce,  the  Secretary  of  Housing  and  Urban  Development,  the 
Chairman  of  the  Federal  Deposit  Insurance  Corporation,  the  Chair¬ 
man  of  the  Federal  Home  Loan  Bank  Board,  and  such  others  as  the 
President  may,  from  time  to  time,  designate.  The  Chairman  of  the 
Board  of  Governors  of  the  Federal  Reserve  System  shall  serve  as  Chair¬ 
man  of  the  Committee.  This  Committee  shall,  subject  to  review  by  the 
Council,  formulate  and  execute  a  program  for  obtaining  voluntary 
restraints  on  interest  rates  and  dividends. 

Sec.  10.  (a)  The  Pay  Board  and  Price  Commission  established  by 
sections  7  and  8  of  Executive  Order  11627  are  hereby  abolished  effective 
not  more  than  90  days  from  the  date  of  this  order  or  such  earlier  date 
as  the  Chairman  of  the  Cost  of  Living  Council  may  designate.  The  Board 
and  the  Commission  during  this  transition  period  shall  provide  for 
winding  up  any  outstanding  matter  involving  them  subject  to  the  direc¬ 
tion  of  the  Chairman  of  the  Council. 

(b)  The  Committee  on  the  Health  Services  Industry  established  by 
section  10  of  Executive  Order  11627  is  hereby  abolished. 

(c)  The  Committee  on  State  and  Local  Government  Cooperation 
established  by  section  11  of  Executive  Order  11627  is  hereby  abolished. 

(d)  The  Rent  Advisory  Board  established  by  section  1 1 A  of  Execu¬ 
tive  Order  1 1627,  as  amended,  is  hereby  abolished. 
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(e)  The  Chairman  of  the  Council  shall  make  appropriate  provision 
for  the  disposition  of  the  records,  property,  personnel,  and  funds  relating 
to  the  agencies  and  committees  abolished  by  this  section. 

(f)  In  order  that  the  confidential  status  of  any  records  affected  by 
this  order  shall  be  fully  protected  and  maintained,  the  use  of  any  con¬ 
fidential  records  transferred  pursuant  to  this  section  shall  be  so  restricted 
by  the  Chairman  of  the  Council  as  to  prevent  the  disclosure  of  informa¬ 
tion  concerning  individual  persons  or  firms  to  persons  who  are  not  en¬ 
gaged  in  functions  or  activities  to  which  such  records  are  directly  related, 
except  as  provided  for  by  law  or  as  required  in  the  final  disposition  thereof 
pursuant  to  law. 

Sec.  11.  (a)  Whoever  willfully  violates  this  order  or  any  order  or 
regulation  continued  or  issued  under  authority  of  this  order  shall  be  sub¬ 
ject  to  a  fine  of  not  more  than  $5,000  for  each  such  violation.  Whoever 
violates  this  order  or  any  order  or  regulation  continued  or  issued  under 
authority  of  this  order  shall  be  subject  to  a  civil  penalty  of  not  more  than 
$2,500  for  each  such  violation. 

(b)  The  Chairman  of  the  Council  may  in  his  discretion  request  the 
Department  of  Justice  to  bring  actions  for  injunctions  authorized  under 
section  209  of  the  Economic  Stabilization  Act  of  1970,  as  amended, 
whenever  it  appears  to  him  that  any  person  has  engaged,  is  engaged, 
or  is  about  to  engage  in  any  acts  or  practices  constituting  a  violation  of 
any  regulation  or  order  continued  or  issued  pursuant  to  this  order.  The 
relief  sought  may  include  a  mandatory  injunction  commanding  any 
person  to  comply  with  any  such  order  or  regulation  and  restitution  of 
monies  received  in  violation  of  any  such  order  or  regulation. 

(c)  The  Chairman  of  the  Cost  of  Living  Council,  or  his  duly  author¬ 
ized  agent,  shall  have  authority  for  any  purpose  related  to  the  Economic 
Stabilization  Act  of  1970,  as  amended,  to  sign  and  issue  subpoenas  for 
the  attendance  land  testimony  of  witnesses  and  the  production  of  relevant 
books,  papers,  and  other  documents,  and  to  administer  oaths,  all  in 
accordance  with  the  provisions  of  section  206  of  the  Economic  Stabiliza¬ 
tion  Act  of  1970,  as  amended. 

Sec.  12.  Executive  Order  11588  of  March  29,  1971,  Executive  Order 
1 1640  of  January  26,  1972,  Executive  Order  1 1660  of  March  25,  1972, 
and  Executive  Order  11674  of  June  29,  1972,  are  hereby  superseded. 

CSjL^f 

The  White  House, 

January  11,  1973. 

[FR  Doc.73-874  Filed  1-11-73  ;12: 16  pm] 
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Title  6— ECONOMIC 
STABILIZATION 

Chapter  1 — Cost  of  Living  Council 

PART  130— COST  OF  LIVING  COUNCIL 
PHASE  III  REGULATIONS 

Part  130  is  added  to  Title  6,  chapter  I, 
Code  of  Federal  Regulations.  This  part 
sets  forth  the  Cost  of  Living  Council 
Phase  III  Regulations  in  accordance 
with  the  policies  and  principles  estab¬ 
lished  in  the  Economic  Stabilization  Act 
and  Executive  Order  No.  11695.  These 
regulations  supersede  the  provisions  of 
Part  101  of  Chapter  I,  Chapter  II  (Pay 
Board  Regulations)  and  Chapter  III 
(Price  Commission  Regulations)  of  Title 
6,  Code  of  Federal  Regulations  except 
as  provided  with  respect  to  the  food  in¬ 
dustry,  health  industry,  and  construc¬ 
tion  industry.  However,  the  provisions 
of  Chapters  n  and  III  serve  as  a  guide 
in  applying  the  general  price  and  pay 
standards  set  forth  in  subpart  B  of  this 
part. 

As  a  result  of  the  Economic  Stabiliza¬ 
tion  program  and  public  cooperation 
with  its  policies,  the  rate  of  inflation  has 
been  significantly  reduced.  As  explained 
in  the  President’s  message  to  Congress, 
the  White  House  fact  sheet  on  phase  III, 
which  are  attached  as  an  appendix  to 
these  regulations,  and  Executive  Order 
No.  11695,  it  is  necessary  to  continue 
the  Economic  Stabilization  Program  in 
this  changed  form.  There  is  a  continued' 
need  to  stabilize  the  economy,  reduce  in¬ 
flation,  minimize  unemployment,  im¬ 
prove  the  Nation’s  competitive  position 
in  world  trade,  protect  the  purchasing 
power  of  the  dollar,  all  within  the  con¬ 
text  of  sound  flscal  management  and  ef¬ 
fective  monetary  policies.  The  Eco¬ 
nomic  Stabilization  Program  should  be 
continued,  building  upon  the  solid  foun¬ 
dation  of  achievement  accomplished  in 
the  past  and  redirecting  its  efforts  to 
respond  to  the  needs  of  the  current  year. 

Because  the  immediate  implementa¬ 
tion  of  Executive  Order  No.  11695  is  re¬ 
quired,  and  because  the  purpose  of  these 
regulations  is  to  provide  immediate 
guidance  as  to  Cost  of  Living  Council 
decisions,  the  Council  finds  that  publi¬ 
cation  in  accordance  with  normal  rule 
making  procedure  is  impracticable  and 
that  good  cause  exists  for  making  these 
regulations  effective  in  less  than  30  days. 
Interested  persons  may  submit  com¬ 
ments  regarding  these  regulations.  Com¬ 
munications  should  be  addressed  to  the 
Office  of  General  Counsel,  Cost  of  Living 
Council,  Washington,  D.C.  20507. 

These  regulations  are  effective  as  of 
January  11, 1973. 

Donald  Rumsfeld, 

Director,  Cost  of  Living  Council. 
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Subpart  A — General 

§  130.1  Scope. 

(a)  This  part  supersedes  the  provi¬ 
sions  of  Part  101  and  Chapters  II  (Pay 
Board  Regulations)  and  III  (Price  Com¬ 
mission  Regulations)  of  this  title,  ex¬ 
cept  insofar  as  hereinafter  provided  with 
respect  to  the  food  industry,  the  health 
industry,  and  the  construction  industry. 
However,  the  provisions  of  Chapters  II 
and  in  of  this  title  serve  as  a  guide  in 
applying  the  general  price  and  pay 
standards  set  forth  in  subpart  B  of  this 
part. 

(b)  Reports  due  under  prior  rules; 
Any  report  required  to  be  filed  with  the 
Pay  Board  or  the  Price  Commission  un¬ 
der  the  provisions  of  Chapter  II  or  in 
or  any  rule,  order  or  regulation  of  the 
Pay  Board  or  Price  Commission  in  effect 
on  January  10,  1973  for  any  reporting 
period  which  ended  on  or  before  that 
date  and  which  was  not  filed  by  that 
date,  shall  be  filed  with  the  Council  in 
the  form  and  within  the  time  in  which 
it  would  have  been  filed  with  the  Pay 
Board  or  the  Price  Commission. 

(c)  Renegotiation  provisions  in  price, 
rent,  wage,  or  salary  contracts  which 
depend  for  their  operation  upon  the 
modification  or  termination  of  the  Eco¬ 
nomic  Stabilization  Program  are  hereby 
declared  inoperative  as  unreasonably  in¬ 
consistent  with  the  goals  of  the  Eco¬ 
nomic  Stabilization  Program.  This  part 
shall  not  operate  to  permit; 

(i)  A  retroactive  increase  in  prices, 
rents,  wages  or  salaries  for  goods  or 
services  sold  or  leased  or  work  performed 
while  the  prices,  rents,  wages,  or  sal¬ 
aries  were  subject  to  the  rules  of  the 
Price  Commission  or  the  Pay  Board,  or 

(ii)  A  prospective  increase  in  prices, 
rents,  wages,  or  salaries  under  the  terms 
of  a  contract  subject  to  a  Price  Commis¬ 
sion  or  Pay  Board  decision  and  order, 
except  to  the  extent  consistent  with  such 
decision  and  order. 

Subpart  B — Goals;  General  Standards 

for  Prices,  Wages  and  Salaries 
§  130.10  Coals. 

The  goals  of  the  Economic  Stabiliza¬ 
tion  Program  are  to  reduce  the  rate  of 
inflation  further  in  1973  and  to  estab¬ 
lish  general  confidence  in  reasonable 
stability  of  prices  beyond  1973.  Reduc¬ 
tion  in  the  rate  of  inflation  to  2*/2  per¬ 
cent  or  below  by  the  end  of  1973  is  pro¬ 
posed  as  a  guide  to  both  Government 


No.  8— Pt.  iv - 2 


FEDERAL  REGISTER,  VOL.  38,  NO.  8— FRIDAY,  JANUARY  12,  1973 


1480 


RULES  AMO  REGULATIONS 


policies  and  private  behavior.  The  Eco¬ 
nomic  Stabilization  Program  is  designed 
to  encourage  private  behavior  that  is 
consistent  with  those  goals. 

§  130.11  Standards. 

This  subpart  establishes  standards  for 
private  behavior  which  are  intended  to 
be  applied  voluntarily  and  on  a  self -ad¬ 
ministered  basis  and  which  are  con¬ 
sistent  with  achieving  the  national  goals 
of  the  Economic  Stabilization  Program. 
The  standards  do  not  apply  to  price  ad¬ 
justments  in  the  food  industry  or  in  the 
health  services  industry,  to  rate  increases 
by  public  utilities,  or  to  pay  adjustments 
affecting  employees  of  firms  in  the  food 
industry,  the  health  services  industry,  or 
the  construction  industry. 

§  130.12  General  wage  and  salary  stand¬ 
ard. 

The  general  wage  and  salary  standard 
is  a  5.5  percent  increase  per  annum.  The 
standard  shall  apply  to  any  pay  adjust¬ 
ment  payable  with  respect  to  an  appro¬ 
priate  employee  unit  after  January  10, 
1973.  Adjustments  in  excess  of  the  stand¬ 
ard  may  be  made  only  as  necessary  to  re¬ 
flect  qualified  fringe  benefits  or  to  pre¬ 
vent  gross  inequities,  serious  market 
disruptions,  or  localized  shortages  of  la¬ 
bor.  The  policies  and  principles,  including 
the  computation  methods,  contained  in 
the  Pay  Board’s  regulations  in  effect  on 
January  10,  1973,  can  be  used  in  apply¬ 
ing  the  standard.  No  wage  or  salary  in¬ 
crease  should  be  placed  into  effect  which 
is  unreasonably  inconsistent  with  the 
standard  or  the  goals  of  the  Economic 
Stabilization  Program. 

§  130.13  General  price  standard. 

The  general  standard  for  price  ad¬ 
justments  is  that  a  person  may  increase 
prices  above  those  authorized  or  law¬ 
fully  in  effect  on  January  10,  1973,  to 
reflect  increased  costs  so  long  as  his 
profit  margin  does  not  increase  over  that 
which  prevailed  during  the  base  period 
as  modified  herein.  Alternatively,  a  per¬ 
son  may  Increase  prices  by  a  weighted 
annual  average  of  1.5  percent  over  prices 
authorized  or  lawfully  in  effect  on  Janu¬ 
ary  10,  1973,  to  reflect  increased  costs 
without  limitation  as  to  profit  margin. 
Adjustments  in  excess  of  the  standard 
may  be  made  only  as  necessary  for  ef¬ 
ficient  allocation  of  resources  or  to  main¬ 
tain  adequate  levels  of  supply.  The  prin¬ 
ciples  and  policies  contained  in  the  Price 
Commission’s  regulations  in  effect  on 
January  10,  1973,  can  be  used  in  apply¬ 
ing  the  standard.  No  price  increase 
should  be  placed  into  effect  which  is  un¬ 
reasonably  inconsistent  with  the  stand¬ 
ard  or  the  goals  of  the  Economic  Stabili¬ 
zation  Program. 

Svbpart  C — Reporting  and 
Recordkeeping 

§  136.26  Scope. 

The  provisions  of  this  subpart  do  not 
apply  to  price  adjustments  in  the  food 


industry  or  in  the  health  services  in¬ 
dustry,  to  rate  increases  by  public  utili¬ 
ties,  or  to  pay  adjustments  affecting  em¬ 
ployees  of  Anns  in  the  food  industry,  the 
health  services  industry,  or  the  construc¬ 
tion  industry. 

§  130.21  Price  reporting  firms;  report¬ 
ing  requirements. 

(a)  A  price  reporting  firm  is  a  firm 
with  annual  sales  or  revenues  of  $250 
million  or  more. 

(b)  Each  price  reporting  firm  shall 
submit  quarterly  reports  to  the  Council 
with  information  on  prices,  costs,  and 
profits  in  accordance  with  regulations 
issued  by  the  Council. 

§  130.22  Price  recordkeeping  firms; 
recordkeeping  requirements. 

(a)  A  price  recordkeeping  firm  is  a 
firm  with  annual  sales  or  revenues  of 
$50  million  or  more. 

(b)  Each  price  recordkeeping  firm 
shall  maintain  information  on  prices, 
costs,  and  profits  in  accordance  with 
regulations  issued  by  the  Council. 

§  130.23  Pay  adjustments  to  be  re¬ 
ported;  reporting  requirements. 

(a)  A  pay  adjustment  which  applies 
to  or  affects  5,000  or  more  employees 
must  be  reported  to  the  Council. 

(b)  Reporting  of  such  pay  adjust¬ 
ments  shall  be  submitted  to  the  Council 
in  accordance  with  regulations  issued  by 
the  Council. 

§  130.24  Pay  adjustments  subject  to 
recordkeeping ;  recordkeeping  re¬ 
quirements. 

(a)  A  pay  adjustment  which  applies 
to  or  affects  1,000  or  more  employees  is 
subject  to  recordkeeping  requirements. 

(b)  Records  with  respect  to  each  such 
pay  adjustment  shall  be  maintained  in 
accordance  with  regulations  issued  by 
the  Council. 

Subpart  B — Exemptions — Items  not 
Included  in  Coverage 

§  130.30  General. 

Price  adjustments  and  pay  adjust¬ 
ments  with  regard  to  the  property,  serv¬ 
ices,  wages,  and  salaries  set  forth  in 
this  subpart  are  exempt  from  and  not  in¬ 
cluded  in  the  coverage  of  this  title. 

§  130.31  Agricultural  products,  seafood 
products,  and  raw  sugar  price  adjust¬ 
ments. 

(a)  Raw  agricultural  products.  (1) 
Subject  to  the  special  rule  set  forth  be¬ 
low,  the  sale  of  agricultural  products 
which  retain  their  original  physical  form 
and  have  not  been  processed  is  exempt. 
Processed  agricultural  products  are 
products  which  have  been  canned,  frozen, 
slaughtered,  milled,  or  otherwise  changed 
in  their  physical  form  Packaging  is  not 
considered  a  processing  activity.  Ex¬ 
amples: 


Exempt 

Live  cattle,  calves, 
hogs,  sheep,  and 
lambs. 

Live  poultry _ _ 

Baw  milk _ 


Sheared  or  puUed 
wool. 


Mohair. 

Hay:  Bulk,  pel¬ 
leted,  cubed,  or 
baled. 

Wheat _ 

Peed  grains  Includ¬ 
ing: 

Corn _ 

Sorghum _ 

Barley _ 

Oats _ 

Soybean  _ 

Leaf  tobacco _ 

Baled  cotton,  cot¬ 
tonseed,  cotton 
lint. 


Unmllled  rice. 


Presh  hops. 

Sugar  beets  and 
sugarcane. 

Maple  sap. 

All  seeds  for  plant¬ 
ing. 

Raw  coffee  bean.. 


Stumpage  or  trees 
cut  from  the 
stump. 


Garden  plants. 


Nonexempt 

Carcasses  and  meat 

cute. 


Pasteurized  milk  and 
processed  products 
such  as  butter, 
cheese,  Ice  cream. 

Prozen,  dried,  or  liquid 
eggs. 

Wool  products. 

Processed  and  blended 
honeybutter  product. 

Dehydrated  alfalfa 
meal  or  alfalfa  meal 
peUets. 

Plour. 


Mixed  feed. 

Cracked  corn. 

Rolled  barley. 

Rolled  oats. 

Soybean  meal  and  oil. 

Cigarettes  and  cigars. 

Cotton  yam,  cottonseed 
oil,  cottonseed  meal. 

Frozen  french  fries,  de¬ 
hydrated  potatoes. 

Milled  rice. 

Roasted,  salted,  or 
otherwise  processed 
nuts. 

Canned  or  freeze  dried 
mushrooms. 

Refined  sugar. 


8  e  e  d  s  processed  for 
other  uses. 

Roasted  coffee  bean. 
Canned  and  frozen  veg¬ 
etables. 

Dill  pickles. 

Package  slaw. 

Popped  popcorn. 

MUled  lumber. 

Canned  fruit  or  Juices. 
Glazed  citrus  peel. 
Canned  grapes,  wine. 
Applesauce. 

Canned  prunes  and 
prune  juice. 

Canned  olives. 

Floral  wreath. 


(2)  Special  rule:  Only  the  first  sale 
by  the  producer  or  grower  of  those  agri¬ 
cultural  products  which  are  of  a  type 
sold  for  ultimate  consumption  in  their 
original  physical  form  Is  exempt.  Exam¬ 
ples  of  these  products  are: 


Shell,  eggs  pack¬ 
aged  or  loose. 

Raw  honeycomb 
honey. 

Presh  potatoes, 
packaged  or  not. 

All  raw  nuts — 
shelled  and  un- 
sheUed. 

Presh  mushrooms. 

Presh  mint. 

Dried  beans,  peas, 
and  lentils. 

All  fresh  vegetables 
and  melons 
Including : 


Tomatoes. 

Lettuce. 

Sweet  corn. 

Brussel  sprouts. 

Beets. 

Unpopped  popcorn. 

All  fresh  or  natu¬ 
rally  dried 
fruits,  pack¬ 
aged  or  not, 
Including: 

Presh  oranges. 

Grapes  and 
raisins. 

Apples. 

Peaches. 
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Strawberries. 

Honeydews. 

Grapefruit. 

Escarole. 

Pears. 

Garlic. 

Lemons. 

Artichokes. 

Plums  and 

Eggplant. 

prunes. 

Avocados. 

Cherries. 

Blueberries. 

Cranberries. 

Apricots. 

Onions. 

Tangerines. 

Green  beans. 

Olives,  uncured. 

Cantaloupe. 

Nectarines. 

Cucumbers. 

Raspberries. 

Cabbage. 

Blackberries. 

Carrots. 

Pigs. 

Watermelons. 

Tangelos. 

Green  peas. 

Limes. 

Asparagus. 

Dates. 

Pepper. 

Papayas. 

Broccoli. 

Bananas. 

Cauliflower. 

Pomegranates. 

Spinach. 

Currants. 

Green  lima 

Persimmons. 

beans. 

Cut  flowers. 

(b)  Dressed  broilers  and  turkeys  and 
raw  seafood  products.  The  first  sale  by 

(1)  a  producer  of  broilers  or  turkeys  or 

(2)  a  producer  or  fisherman  of  raw  sea¬ 
food  products  including  those  which  have 
been  shelled,  shucked,  iced,  skinned, 
scaled,  eviscerated,  or  decapitated  is 
exempt. 

(c)  Raw  sugar  prices.  Raw  sugar 
price  adjustments  which  are  controlled 
under  the  Sugar  Act  of  1948,  as  amended. 

§  130.32  Real  estate  and  insurance 
premiums. 

(a)  Real  estate — (1)  Sales,  (i)  Unim¬ 
proved  real  estate. 

(ii)  Real  estate  with  improvements 
completed  prior  to  August  15,  1971. 

(iii)  Real  estate  with  improvements 
completed  on  or  after  August  15,  1971, 
if— 

(a)  The  sales  price  is  determined  after 
the  completion  of  construction;  or 

(b)  The  sales  price  is  determined  be¬ 
fore  the  completion  of  construction  and 
the  wage  rates  estimated  by  the  builder 
at  the  time  the  price  is  determined  are 
not  subsequently  reduced  by  any  ac¬ 
tion  under  the  Economic  Stabilization 
Program. 

(2)  Rentals.  All  rentals  of  residential 
and  nonresidential  real  property. 

(b)  Insurance  premiums.  (1)  Pre¬ 
miums  charged  for  the  following  lines  of 
insurance  purchased  or  renewed  after 
November  13, 1971: 

(1)  Reinsurance  of  all  kinds. 

(ii)  Ocean  marine  insurance. 

(iii)  Inland  marine  insurance  on  a  bid 
basis  applicable  to  facilities  of  transpor¬ 
tation  and  communication. 

(iv)  Life  insurance,  annuities,  and  en¬ 
dowments  (including  individual  and 
group  contracts  of:  Ordinary  and  term 
life  insurance,  fixed  and  variable  annui¬ 
ties,  and  endowments  of  all  kinds) ;  but 
excluding  credit  life  insurance  of  any 
kind. 

(v)  Individually  negotiated  and  rated 
insurance  contracts  written  in  excess  of 
a  self-insured  retention  of  at  least 
$100,000. 

(2)  Premiums  charged  for  the  follow¬ 
ing  sublines  of  aviation  insurance  pur¬ 
chased  or  renewed  after  September  1, 
1972: 


(1)  Hull  insurance. 

(ii)  Liability  insurance  for  bodily  in¬ 
jury  (excluding  passenger  hazard) 
caused  by  an  aircraft. 

(iii)  Liability  insurance  for  property 
damage  caused  by  an  aircraft. 

§  '130.33  Certain  price  adjustments. 

(a)  Federal,  State,  and  local  govern¬ 
ments.  (1)  Price  adjustments  including 
rent  adjustments  for  any  work,  service, 
publication,  report,  document,  benefit, 
privilege,  authority,  use,  franchise,  li¬ 
cense,  permit,  certificate,  registration,  or 
similar  thing  of  value  or  utility,  per¬ 
formed,  furnished,  provided,  granted, 
prepared,  issued,  or  transferred  by  any 
Federal  department,  agency,  or  other 
instrumentality  including  the  Postal 
Service  and  wholly  owned  Government 
corporations  as  defined  in  the  Govern¬ 
ment  Corporation  Control  Act  of  1945, 
as  amended. 

(2)  Price  adjustments  including  rent 
adjustments  by  State  and  local  govern¬ 
ments  for  any  work,  service,  publication, 
report,  document,  benefit,  privilege,  au¬ 
thority,  use,  franchise,  license,  permit, 
certificate,  registration,  facilities,  ma¬ 
terials,  or  similar  thing  of  value  or  utility, 
performed,  furnished,  provided,  granted, 
prepared,  issued,  or  transferred  includ¬ 
ing  tuition  and  other  charges  for  schools, 
colleges,  and  universities  owned  or  oper¬ 
ated  by  a  State  and  local  government; 
except,  however,  that  fees  or  charges  for 
health  services  (but  not  health  service 
fees  levied  on  all  students  as  a  condi¬ 
tion  of  enrollment)  and  for  utility  serv¬ 
ices  (including,  gas,  electricity,  telephone, 
telegraph,  public  transportation  by  ve¬ 
hicle  or  pipeline,  but  not  including  water 
or  sewage  disposal  services)  provided  di¬ 
rectly  or  indirectly  by  a  State  and  local 
government  are  not  exempt  under  the 
provisions  of  this  section. 

(b)  Tuition  fees  of  private  nonprofit 
educational  organizations.  Tuition  fees 
and  other  charges  by  private  schools, 
colleges,  and  universities  not  operated 
for  profit;  except  th:*t:  (1)  Fees  and 
charges  resulting  in  income  which  is 
subject  to  tax  under  Part  III  of  Sub¬ 
chapter  F  of  the  Internal  Revenue  Code 
of  1954,  as  amended,  as  unrelated  busi¬ 
ness  taxable  income  and  (2)  medical 
fees  and  charges,  other  than  a  health 
service  fee  levied  on  all  students  as  a 
condition  of  enrollment,  are  not  exempt 
under  the  provisions  of  this  section. 

(c)  Custom  products  and  services.  (1) 
The  following  products  when  custom 
made  to  individual  order: 

(1)  Leather  goods. 

(ii)  Wigs  and  toupees. 

(iii)  Fur  apparel. 

(iv)  Jewelry. 

(2)  The  following  custom  services 
when  provided  to  individual  order; 

(i)  Tailoring  of  clothing. 

(ii)  Framing  of  pictures  and  mirrors. 

(iii)  Taxidermy. 

(d)  Exports,  imports,  ocean  shipping 
rates,  and  foreign  air  transportation.  (1) 
Exports,  including  products  sold  to  a 
domestic  purchaser  who  certifies  that  the 
product  is  for  export. 


(2)  Imports,  but  only  the  first  sale 
into  U.S.  commerce. 

(3)  International  ocean  shipping 
rates. 

(4)  All  rates,  fares,  and  charges  for 
foreign  air  transportation  (as  defined  by 
the  Federal  Aviation  Act,  49  U.S.C.  1301 
(21) )  which  are  set  forth  in  tariffs  filed 
with  the  Civil  Aeronautics  Board  or 
which  are  established  or  approved  by  the 
Civil  Aeronautics  Board. 

(e)  Damaged  and  used  products. 
Damaged  and  used  products  other  than 
products  which  have  been  rebuilt,  re¬ 
packaged,  baled,  reassembled,  or  other¬ 
wise  processed. 

(f)  Government  property.  (1)  Aban¬ 
doned  or  confiscated  property  sold  by 
any  Federal,  State,  or  local  government 
agency  pursuant  to  authorization  of  a 
court. 

( 2 )  Property  sold  by  the  United  States, 
including  lease-sales. 

( g)  Transactions  in  gold.  Transactions 
in  gold  on  the  domestic  market  under 
license  from  the  Secretary  of  the  Treas¬ 
ury  pursuant  to  the  Gold  Reserve  Act 
of  1934  as  amended,  and  regulations 
issued  pursuant  thereto. 

(h)  Securities  and  financial  instru¬ 
ments.  (1)  Securities  as  defined  in  §  101.2 

(2)  Property  subject  to  net  leases  as 
defined  in  26  U.S.C.  163(d)  (4)  (a) . 

(3)  Commercial  paper. 

(4)  Commodity  futures  sold  on  an  or¬ 
ganized  commodities  exchange  but  not 
including  the  commodity  (unless  other¬ 
wise  exempt) . 

(i)  Brokerage  fees  charged  on  a  secu¬ 
rities  exchange.  Brokerage  fees,  charged 
for  the  trading  of  securities  on  a  securi¬ 
ties  exchange,  that  are  subject  to  the 
jurisdiction  of  the  Securities  and  Ex¬ 
change  Commission,  when  the  Securities 
and  Exchange  Commission  has  certified 
that  such  fees  are  consistent  with  the 
objectives  of  the  economic  stabilization 
program. 

( j )  Retail  firms,  including  restaurants. 
Price  adjustments  of  retail  firms,  includ¬ 
ing  restaurants,  with  annual  sales  or 
revenues  of  less  than  $100,000. 

(k)  Fees  and  charges  imposed  by  In¬ 
dian  Tribal  Councils.  Price  adjustments, 
including  rent  adjustments,  for  any 
work,  service,  publication,  report,  docu¬ 
ment,  benefit,  privilege,  authority,  use, 
franchise,  license,  permit,  certificate, 
registration,  commodity,  or  similar  thing 
of  value  or  utility,  performed,  furnished, 
sold,  leased,  provided,  granted,  prepared, 
issued,  or  transferred  by  any  Indian 
Tribal  Council  which  is  formally  recog¬ 
nized  by  a  State  or  the  Federal  Govern¬ 
ment  are  exempt  whether  or  not  all  or 
part  of  a  particular  transaction  takes 
place  on  or  off  Indian  Tribal  lands. 

(l)  U.S.  tanker  rates.  Rates  for  the 
transportation  of  goods  in  a  coastwise 
voyage  by  sea  as  defined  in  46  U.S.C.  sec¬ 
tion  88,  in  tank  vessels  built  in  and  doc¬ 
umented  under  the  laws  of  the  United 
States  and  owned  by  persons  who  are 
citizens  of  the  United  States,  or  tank 
vessels  to  which  the  privilege  of  engag¬ 
ing  in  the  coastwise  trade  is  extended  by 
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section  13  or  808  of  title  46  of  the 
United  States  Code. 

(m)  Silver.  Price  adjustments  for  (1) 
commercial  grade  silver  in  refining 
shapes,  (2)  silver  content  in  ores  and 
done,  (3)  silver  coins,  and  (4)  other 
forms  of  silver  sold  for  manufacturing 
or  professional  uses. 

§  130.34  Certain  pay  adjustments. 

(a)  Federal  pay  adjustments.  Federal 
Government  employees’  pay  adjustments 
which  are  based  upon  Federal  law  and 
regulations  and  are  determined  by  Presi¬ 
dential  directives,  including  therein  pay 
adjustments  in  the  compensation  and 
allowances  of  members  of  the  Armed 
Forces;  employees  of  the  Judicial  and 
of  the  Legislative  Branch  of  the  Federal 
Government:  Provided,  however.  This 
section  shall  not  exempt  pay  adjust¬ 
ments  affecting  employees  of  the  U.S. 
Postal  Service. 

(b)  Pay  adjustments  affecting  certain 
U.S.  citizens.  Pay  adjustments  which  ap¬ 
ply  to  or  affect  U.S.  citizens  who  reside 
and  are  employed  outside  the  United 
States  and  the  District  of  Columbia 

(c)  Professional  athletes.  Pay  adjust¬ 
ments  of  professional  athletes,  and  pay 
adjustments  of  managers  and  coaches 
of  professional  athletes,  when  such 
managers  and  coaches  are  employed  by 
professional  sports  organizations  em¬ 
ploying  professional  athletes. 

§  130.35  Miscellaneous. 

(a)  Royalties  and  other  payments 
from  the  sale  of  copyrights,  manuscripts, 
and  like  materials  prepared  for  publica¬ 
tion. 

(b)  Dues  paid  to  a  nonprofit  organiza¬ 
tion. 

(c)  Antiques  and  art  objects  including 
paintings,  etchings,  and  sculpture. 

(d)  Collectors’  coins  and  stamps. 

(e)  Rock  and  stone  specimens  includ¬ 
ing  precious  stones  and  mounting  into 
which  precious  stones  are  set. 

(f )  Handicraft  objects. 

(g)  ITie  first  sale  of  mint  oil  and 
maple  syrup  or  sugar. 

(h)  The  first  sale  of  dehydrated 
fruits. 

(i)  Films.  Price  adjustments  for  mo¬ 
tion  pictures  and  television  productions 
when  such  price  adjustments  are  made 
by  producers  or  distributors  of  motion 
pictures  and  television  productions. 

Subpart  E — Small  Business 
Exemption 

§  130.40  Exemption  of  firms  with  60  or 
fewer  employees. 

(a)  Applicability — firms  existing  on  or 
before  December  31,  1971 — (1)  General. 
Subject  to  the  provisions  of  (a)  (2)  and 
(3)  of  this  section,  price  and  pay  adjust¬ 
ments  (but  not  rent  increases  or  adjust¬ 
ments)  of  any  firm,  existing  on  or  before 
December  31,  1971,  including  a  local  gov¬ 
ernment,  with  an  average  of  60  or  fewer 
employees  (determined  as  provided  in 
paragraph  (a)(3)  of  this  section  are 
exempt  from  and  not  included  in  the 
coverage  of  this  title. 


(2)  Exemption  not  applicable.  The 
exemption  provided  for  in  paragraph  (a) 

(1)  of  this  section  shall  not  be  applicable 
to; 

(1)  A  firm  which  in  its  fiscal  year  end¬ 
ing  prior  to  May  2,  1972  had  annual  sales 
or  revenues  of  $50  million  or  more; 

(ii)  A  firm  which  on  May  2,  1972,  was 
an  institutional  or  noninstitutional  pro¬ 
vider  of  health  services  (as  defined  in 
SS  300.18  and  300.19  of  this  title) ; 

(iii)  A  firm  which  on  May  2,  1972,  was 
engaged  in  construction  as  defined  by 
section  11  of  Executive  Order  11588 
(3  CFR,  1971  Comp.,  p.  147) ; 

(iv)  A  firm,  if  the  pay  adjustments  im¬ 
mediately  preceding  the  effective  date  of 
this  regulation,  applicable  to  or  affecting 
50  percent  or  more  of  its  employees,  were 
set  by  a  master  employment  or  other 
employment  contract  which  was  nego¬ 
tiated  on  a  joint  or  association  basis  or 
on  an  Industry,  area,  group,  or  other 
similar  basis  and  which  covered  more 
than  60  employees;  or 

(v)  Pay  adjustments  applicable  to  or 
affecting  those  employees  in  firms  other¬ 
wise  exempt  under  this  paragraph  whose 
pay  adjustments  immediately  preceding 
the  effective  date  of  this  regulation  were 
set  or  which  are  set  at  any  time  there¬ 
after  by  a  master  employment  or  other 
employment  contract  described  in  sub¬ 
division  (iv)  of  this  subparagraph  which 
covered  more  than  60  employees. 

(3)  Determination  of  average  number 
of  employees.  The  average  number  of 
employees  for  firms  in  existence  on  or 
before  December  31,  1971,  shall  be  com¬ 
puted  by  dividing  the  sum  of  the  num¬ 
ber  of  employees  employed  in  the  pay 
periods  which  included  June  30,  Sep¬ 
tember  30,  and  December  31.  1971,  and 
March  31,  1972,  by  the  number  of  such 
pay  periods  for  which  any  such  firm 
was  in  existence. 

(b)  Applicability — firms  coming  into 
existence  on  or  after  January  1,  1972. 
(1)  General.  Subject  to  the  provisions 
of  paragraphs  (b)  (2)  and  (3)  of  this 
section,  price  and  pay  adjustments  (but 
not  rent  increases  or  adjustments)  of 
any  firm  coming  into  existence  on  or 
after  January  1,  1972,  including  a  local 
government,  with  an  average  of  60  or 
fewer  employees  (determined  as  provided 
in  paragraph  (b)  (3)  of  this  section) 
are  exempt  from  and  not  included  in  the 
coverage  of  this  title. 

(2)  Exemption  not  applicable.  The  ex¬ 
emption  provided  for  in  paragraph 
(b)(1)  of  this  section  shall  not  be  ap¬ 
plicable  to: 

(i)  A  firm  which  at  any  time  during 
its  first  four  calendar  quarters  after 
March  31,  1972,  had  annual  sales  or 
revenues  of  $50  million  or  more; 

(ii)  A  firm  which  at  any  time  during 
its  first  four  calendar  quarters  after 
March  31,  1972,  was  an  institutional  or 
noninstitutional  provider  of  health  serv¬ 
ices  (as  defined  in  SS  300.18  and  300.19 
of  this  title) ; 

(iii)  A  firm  which  at  any  time  during 
its  first  four  calendar  quarters  after 
March  31,  1972,  was  engaged  in  con¬ 
struction  as  defined  by  section  11  of  Ex¬ 


ecutive  Order  No.  11588  (3  CTO  1971 
Comp.,  p.  147) ; 

(iv)  A  firm,  if  the  pay  adjustments 
at  any  time  during  its  first  four  calendar 
quarters  after  March  31, 1972,  applicable 
to  or  affecting  50  percent  or  more  of  its 
employees,  were  set  by  a  master  employ¬ 
ment  or  other  employment  contract 
which  was  negotiated  on  a  Joint  or  asso¬ 
ciation  basis  or  on  an  industry,  area, 
group  or  other  similar  basis  and  which 
covered  more  than  60  employees; 

(v)  Pay  adjustments  applicable  to  or 
affecting  those  employees  in  firms  other¬ 
wise  exempt  under  this  paragraph  whose 
pay  adjustments  immediately  preceding 
the  effective  date  of  this  regulation  were 
set  or  which  are  set  at  any  time  there¬ 
after  by  a  master  employment  or  other 
employment  contract  described  in  sub¬ 
division  (iv)  of  this  subparagraph  which 
covered  more  than  60 ; 

(vi)  A  firm  which  is  deemed  to  have 
an  average  of  more  than  60  employees 
in  any  calendar  quarter  in  its  first  four 
calendar  quarters,  including  its  fourth 
calendar  quarter,  after  March  31,  1972; 
or 

(3)  Determination  of  average  number 
of  employees.  The  average  number  of 
employees  for  firms  coming  into  exist¬ 
ence  on  or  after  January  1,  1972,  shall 
be  computed  as  follows ; 

(i)  For  its  first  calendar  quarter  after 
March  31,  1972,  the  average  number  of 
employees  shall  be  deemed  to  be  60  or 
fewer  until  such  time  as  the  number  of 
employees  in  that  first  calendar  quarter 
after  March  31,  1972,  exceeds  60; 

(ii)  If  the  firm  was  deemed  to  have  an 
average  of  60  or  fewer  employees  in  the 
pay  period  which  included  the  last  day  of 
its  first  calendar  quarter  after  March  31, 
1972,  it  shall  be  deemed  to  have  60  or 
fewer  employees  during  its  second  calen¬ 
dar  quarter  after  March  31,  1972; 

(iii)  A  firm  shall  compute  its  average 
number  of  employees  for  its  third  calen¬ 
dar  quarter  after  March  31,  1972,  by  di¬ 
viding  by  two  the  sum  of  the  number 
of  employees  employed  in  the  pay  period 
which  included  the  last  day  of  its  first 
two  calendar  quarters  after  March  31, 
1972; 

(iv)  A  firm  shall  compute  its  average 
number  of  employees  for  its  fourth  cal¬ 
endar  quarter  after  March  31,  1972,  by 
dividing  by  three  the  sum  of  the  number 
of  employees  employed  in  the  pay  period 
which  included  the  last  day  of  its  first 
three  calendar  quarters  after  March  31, 
1972;  and 

(v)  If  the  firm’s  average  number  of 
employees  was  deemed  to  be  60  or  fewer 
for  its  first  four  calendar  quarters  after 
March  31,  1972,  its  average  number  of 
employees  shall  be  permanently  estab¬ 
lished  for  the  purpose  of  this  paragraph 
by  dividing  by  four  the  sum  of  the  num¬ 
ber  of  employees  employed  in  the  pay 
period  which  included  the  last  day  of 
its  first  four  calendar  year  quarters  after 
March  31,  1972. 

(c)  Definitions. 

(1)  “Employee”  means  any  person  re¬ 
siding  in  and  employed  in  the  several 
States  or  the  District  of  Columbia  for 
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whom  an  employer  is  required  to  pay 
taxes  imposed  pursuant  to  the  Federal 
Insurance  Contributions  Act,  1939,  as 
amended.  26  U.S.C.  sec.  3101,  et  seq. 
(FICA),  and  any  person  otherwise  ex¬ 
cluded  from  FICA  coverage,  who  (i)  per¬ 
forms  services  for  any  firm  as  an  agent- 
driver,  or  commission-driver  engaged 
in  the  distribution  of  milk  for  his  prin¬ 
cipals;  or  (ii)  is  defined  as  an  “employee” 
in  26  U.S.C.  sec.  3121(d). 

(2)  “Local  government”  includes  any 
town,  village,  city,  or  similar  entity 
which  was  incorporated  by  authority  of 
the  State  and  which  has  and  exercises 
local  legislative  powers,  and  any  county, 
town,  township,  or  similar  entity  which 
is  a  subdivision  of  the  State  or  county 
and  which  possesses  and  exercises  some 
powers  of  local  self-government;  any 
school  district  which  is  an  independent 
governmental  unit  and  any  special  dis¬ 
trict  classified  as  an  independent  gov¬ 
ernmental  unit  created  for  the  sole 
purpose  of  performing  one  or  more 
municipal  functions.  An  “independent 
governmental  unit”  is  one  which  meets 
the  criteria  for  classifying  governmental 
units  used  by  the  Department  of  Com¬ 
merce,  U.S.  Bureau  of  the  Census,  in 
the  1967  Census  of  Governments,  “Gov¬ 
ernmental  Organizations,”  beginning  at 
p.  13. 

Subpart  F — Special  Rules  Applicable 
to  the  Food  Industry 

§  130.51  Scope. 

This  subpart  establishes  special  man¬ 
datory  rules  applicable  to  price  adjust¬ 
ments  and  pay  adjustments  by  manu¬ 
facturers.  service  organizations,  whole¬ 
salers,  and  retailers  in  the  food  industry 
unless  exempted  under  the  provisions  of 
Subpart  E  of  this  part. 

§  130.52  Price  Reporting:  Wholesalers 
and  retailers. 

A  wholesaler  or  retailer  with  annual 
sales  or  revenues  of  $250  million  or  more 
must  report  quarterly,  in  accordance 
with  regulations  issued  by  the  Council, 
information  as  to  markups  and  profit 
margin. 

§  130.53  Price  Recordkeeping:  Whole¬ 
salers  and  retailers. 

A  wholesaler  or  retailer  must  main¬ 
tain  quarterly  records  in  accordance 
with  regulations  issued  by  the  Council, 
as  to  markups  and  profit  margin. 

§  130.54  Price  Reporting:  Manufactur¬ 
ers  and  service  organizations. 

A  manufacturer  or  service  organiza¬ 
tion  with  annual  sales  or  revenues  of 
$250  million  or  more  shall  submit  quar¬ 
terly  reports  to  the  Council  in  the  form 
and  within  the  time  such  reports  were 
required  under  regulations  of  the  Price 
Commission  in  effect  on  January  10, 
1973. 

§  130.55  Price  Recordkeeping:  Manu¬ 
facturers  and  service  organizations. 

Manufacturers  and  service  organiza¬ 
tions  must  maintain  information  on 
prices,  costs,  and  profits  in  accordance 
with  regulations  issued  by  the  Council. 


§  130.56  Wholesalers  and  retailers— 
price  rules. 

A  wholesaler  or  retailer  remains  sub¬ 
ject  to  regulations  of  the  Price  Commis¬ 
sion  in  effect  on  January  10,  1973,  with 
respect  to  permissible  price  levels  with 
the  following  modifications: 

(a)  The  definition  of  base  period  is 
superseded  by  the  definition  in  Subpart 
L  of  this  part; 

(b)  Customary  initial  percentage 
markup  may  be  applied  and  reported  on 
the  basis  of  total  sales  by  the  wholesaler 
or  retailer  or  any  other  level  of  item  or 
category  control; 

(c)  Customary  initial  percentage 
markup  may  be  increased  to  reflect  on  a 
dollar-for-dollar  basis  Government- 
mandated  operating  cost  increases;  and 

(d)  Only  firms  with  $250  million  or 
more  in  annual  sales  or  revenues  are  sub- 
Just  to  the  requirements  for  prenotifica¬ 
tion  and  reporting;  and 

(e)  §5  300.13(b)  (c)  (d)  (e)  and  300.13a 
of  this  title  are  hereby  revoked. 

§  130.57  Manufacturers  and  service  or¬ 
ganizations — price  rules. 

Manufacturers  and  service  organiza¬ 
tions  remain  subject  to  the  rules  and 
regulations  of  the  Price  Commission  in 
effect  on  January  10,  1973,  except  that 
only  firms  with  $250  million  or  more  in 
annual  sales  or  revenues  are  subject  to 
the  requirements  for  prenotifleation  and 
reporting  and  except  that  the  definition 
of  base  period  profit  margin  is  super¬ 
seded  by  the  definition  in  Subpart  L  of 
this  part.  The  Council  shall  succeed  to 
and  assume  all  applicable  rights,  duties, 
and  obligations  of  the  Price  Commission 
as  contained  in  the  rules  and  regulations 
of  the  Price  Commission  applicable  to 
manufacturers  and  service  organizations. 
Whenever  under  those  rules  and  regula¬ 
tions  authorizations  from  or  reports  to 
the  Price  Commission  are  required,  such 
authorizations  and  reports  shall  be  ob¬ 
tained  from  or  made  to  the  Council  in  the 
form  and  within  the  time  required  under 
regulations  of  the  Price  Commission  in 
effect  on  January  10, 1973. 

§  130.58  Pay  adjustments. 

Pay  adjustments  affecting  employees 
in  the  food  industry  remain  subject  to 
the  classification,  prenotifleation,  and  re¬ 
porting  requirements  of  the  Council  and 
the  rules  and  regulations  of  the  Pay 
Board  in  effect  on  January  10,  1973.  The 
Cost  of  Living  Council  shall  succeed  to 
and  assume  all  applicable  rights,  duties, 
and  obligations  of  the  Pay  Board  con¬ 
tained  therein.  Whenever  authorizations 
from  or  reports  to  the  Pay  Board  are 
required  under  those  rules  and  regula¬ 
tions,  such  authorizations  shall  be  ob¬ 
tained  from  and  reports  made  to  the 
Council  in  the  form  and  within  the  time 
required  under  regulations  of  the  Pay 
Board  in  effect  on  January  10, 1973. 

Subpart  G — Special  rules  applicable 

to  Providers  of  Health  Services 

§  130.60  Scope. 

This  subpart  establishes  mandatory 
rules  applicable  to  price  adjustments  and 


pay  adjustments  by  providers  of  health 
services. 

§130.61  Price  adjustments. 

Price  adjustments  by  institutional  and 
noninstitutional  providers  of  health 
services  remain  subject  to  the  classifica¬ 
tion,  prenotifleation,  and  reporting  re¬ 
quirements  of  the  Council  and  the  rules 
and  regulations  of  the  Price  Commission 
in  effect  on  January  10,  1973,  except  that 
§§  300.18(g)  and  300.19(d)  of  this  title 
are  hereby  revoked.  The  Cost  of  Living 
Council  shall  succeed  to  and  assume  all 
applicable  rights,  duties,  and  obligations 
of  the  Price  Commission  contained 
therein.  Whenever  under  those  rules  and 
regulations  authorizations  from  or  re¬ 
ports  to  the  Price  Commission  are  re¬ 
quired,  such  authorizations  and  written 
reports  shall  be  obtained  from  or  made 
to  the  Council  in  the  form  and  within 
the  time  required  under  regulations  of 
the  Price  Commission  in  effect  on  Janu¬ 
ary  10, 1973. 

§  130.62  Pay  adjustments. 

Pay  adjustments  affecting  employees 
in  the  health  industry  remain  subject 
to  the  classification,  prenotification,  and 
reporting  requirements  of  the  Council 
and  the  rules  and  regulations  of  the  Pay 
Board  in  effect  on  January  10,  1973.  The 
Cost  of  Living  Council  shall  succeed  to 
and  assume  all  applicable  rights,  duties, 
and  obligations  of  the  Pay  Board  con¬ 
tained  therein.  Whenever  authorizations 
from  or  reports  to  the  Pay  Board  are  re¬ 
quired  under  those  rules  and  regulations, 
such  authorizations  shall  be  obtained 
from  and  reports  made  to  the  Council  in 
the  form  and  within  the  time  required 
under  regulations  of  the  Pay  Board  in 
effect  on  January  10,  1973. 

Subpart  H — Special  Rules  Applicable 
to  the  Construction  Industry 

§  130.70  Scope. 

This  subpart  establishes  special  rules 
applicable  to  prices  and  pay  adjustments 
in  the  construction  industry. 

§  130.71  Prices. 

Final  payments  under  any  construc¬ 
tion  contract  all  or  part  of  which  is  per¬ 
formed  by  construction  workers  whose 
wages  and  salaries  are  subject  to  review 
by  the  Construction  Industry  Stabiliza¬ 
tion  Committee  (CISC),  shall  be  rene¬ 
gotiated  if  the  wage  and  salary  level  of 
construction  workers  used  in  determining 
the  final  payment  is  reduced  pursuant 
to  the  provisions  of  the  contract  con¬ 
cerned  relating  to  renegotiation,  or  if 
there  are  no  such  provisions  in  the  con¬ 
tract,  pursuant  to  customary  renegotia¬ 
tion  procedures  and  practices  of  the  con¬ 
struction  industry.  The  amount  by  which 
the  final  payment  with  respect  to  any 
contract  shall  be  reduced  as  a  result  of 
the  renegotiation  must  fairly  reflect  the 
results  of  the  CISC  action,  including  any 
allowable  cost  increases  resulting  there¬ 
from. 

§  130.72  Pay  adjustments. 

Pay  adjustments  affecting  employees 
in  construction  remain  subject  to  the 
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classification,  prenotiflcation,  and  report¬ 
ing  requirements  of  the  Council  and  the 
rules  and  regulations  of  the  Pay  Board 
and  the  Construction  Industry  Stabiliza¬ 
tion  Committee  in  effect  on  January  10, 
1973.  The  Cost  of  Living  Council  shall 
succeed  to  and  assume  all  applicable 
rights,  duties,  and  obligations  of  the  Pay 
Board  contained  therein. 

Subpart  I — Special  Rules  Applicable  to 
Public  Utilities 

§  130.80  Scope. 

This  subpart  applies  to  each  rate  in¬ 
crease  authorized  under  law  to  be  placed 
into  efTect  after  January  10,  1973,  by  any 
publicly,  privately,  cooperatively,  or  mu¬ 
nicipally  owned  public  utility,  whether  or 
not  that  rate  increase  is  approved  by  a 
regulatory  agency.  These  standards  shall 
be  applied  by  public  utilities  whether  or 
not  subject  to  a  regulatory  agency,  and 
by  regulatory  agencies. 

§  130.81  Rules. 

Increases  in  rates  for  public  utilities 
effective  January  10, 1973,  should  be  con¬ 
sistent  with  the  following  criteria: 

(a)  The  increase  is  cost-justified  and 
does  not  reflect  future  inflationary  ex¬ 
pectations; 

(b)  The  increase  is  the  minimum  re¬ 
quired  to  assure  continued  adequate  and 
safe  service  or  to  provide  for  necessary 
expansion  to  meet  future  requirements; 

(c)  The  increase  will  achieve  the  min¬ 
imum  rate  of  return  needed  to  attract 
capital  at  reasonable  costs  and  will  not 
impair  the  credit  of  the  public  utility; 
and 

(d)  The  increase  takes  into  account 
expected  and  obtainable  productivity 
gains. 

Subpart  J — Challenge  Procedures 

§  1 30.90  Purpose  and  scope. 

This  subpart  establishes  the  procedures 
under  which  the  Council  may  challenge 
price  or  pay  increases  which  have  oc¬ 
curred  or  are  proposed. 

§  130.91  General. 

When  any  report  required  by  Part  130 
of  this  chapter  or  any  audit  or  investiga¬ 
tion  discloses,  or  the  Council  otherwise 
discovers,  that  a  person  appears  to  have 
implemented  or  is  about  to  implement 
a  price  increase  or  a  wage  or  salary  in¬ 
crease  which  is  unreasonably  incon¬ 
sistent  with  the  general  price  and  pay 
standards  set  forth  in  this  chapter  or 
the  goals  of  the  Economic  Stabilization 
Program,  the  Council  may  conduct  pro¬ 
ceedings  to  challenge  such  conduct  and 
issue  appropriate  orders  in  accordance 
with  the  provisions  of  this  subpart. 

§  130.92  Notice  of  challenge. 

The  Council  shall  begin  proceedings 
under  this  Subpart  J  by  issuing  a  notice 
of  challenge  to  the  person  involved  stat¬ 
ing  that  the  Council  has  reason  to  believe 
that  conduct  which  is  unreasonably  in¬ 
consistent  with  the  standards  set  forth 
in  this  chapter  has  occurred  or  is  about 
to  occur. 


§  130.93  Temporary  orders. 

If  the  Council  finds  that  such  action 
is  necessary  to  further  the  goals  of  the 
Economic  Stabilization  Program,  it  may, 
in  the  notice  of  challenge,  order  the  per¬ 
son  to  whom  it  is  directed  to  take  steps 
temporarily  to  suspend  or  halt  the  con¬ 
duct  being  challenged. 

§  130.94  Public  hearings. 

If  the  Council  determines  that  such 
action  is  necessary  to  further  the  goals 
of  the  Economic  Stabilization  Program, 
it  may  order  public  hearings  to  be  held 
with  respect  to  the  conduct  being 
challenged. 

§  130.95  Reply. 

(a)  Within  10  days  of  receipt  of  a 
notice  of  challenge  issued  under  §  130.92, 
the  person  to  whom  the  notice  of  chal¬ 
lenge  is  issued  may  file  an  answer  in 
writing.  In  addition,  a  person  may  re¬ 
spond  to  the  Council  by  personal  appear¬ 
ance  and  may  be  accompanied  by  coun¬ 
sel.  If  a  person  wishes  to  appear  in 
person,  he  must  request  an  appointment; 
the  request  must  be  made  promptly  so 
that  a  time  and  place  may  be  set  within 
the  period  provided  for  reply.  The 
Council  will  extend  the  period  for  reply 
for  good  cause  shown. 

(b)  If  a  person  does  not  reply  within 
the  time  allowed  by  a  notice  of  chal¬ 
lenge,  the  challenged  conduct  will  be 
considered  unreasonably  inconsistent 
with  the  general  standards  as  alleged 
and  the  Council  may  issue  whatever 
permanent  order  would  be  appropriate. 

(c)  The  burden  of  producing  evidence 
that  the  challenged  conduct  is  not  un¬ 
reasonably  inconsistent  with  the  stand¬ 
ards  is  upon  the  person  who  has  taken 
or  proposed  the  conduct. 

(d)  An  order  promulgated  under  this 
section  is  not  subject  to  judicial  or  any 
other  review  with  respect  to  any  finding 
of  fact  or  conclusion  of  law  which  could 
have  been  raised  in  proceedings  before 
the  Council  but  was  not. 

§  130.96  Order. 

(a)  If  the  Council  finds,  after  the  per¬ 
son  has  filed  a  reply  under  §  130.95,  that 
no  conduct  has  occurred  or  is  about  to 
occur  which  is  unreasonably  inconsist¬ 
ent  with  the  standards  or  the  goals  of 
the  Economic  Stabilization  Program  or 
that  for  any  other  reason  the  issuance 
of  an  order  would  not  be  appropriate,  it 
will  issue  a  decision  so  stating,  and  if 
necessary  an  order  revoking  or  modify¬ 
ing  any  prior  temporary  order. 

(b)  If  the  Council  finds  that  conduct 
unreasonably  inconsistent  with  the 
standards  or  the  goals  of  the  Economic 
Stabilization  Program  has  occurred  or 
is  about  to  occur  and  that  an  order  is 
appropriate,  it  will  issue  a  decision  so 
stating,  specifying  the  nature  and  ex¬ 
tent  of  the  unreasonably  inconsistent 
conduct  and,  if  necessary,  issue  an  order 
implementing  the  decision.  The  decision 
will  state  the  findings  and  conclusions 
upon  which  it  is  based. 

(c)  Orders  issued  hereunder  may  pre¬ 
scribe  prospectively: 

(1)  A  specific  price  or  wage  or  salary; 


(2)  Special  reporting  requirements; 
and 

(3)  Any  other  requirement  which  is 
reasonable  and  appropriate  to  accom¬ 
plish  the  purposes  of  the  Economic  Sta¬ 
bilization  Program. 

§  130.97  Modification  or  rescission. 

(a)  General.  The  person  to  whom  an 
order  is  issued  under  §  130.96  may  file  a 
request  for  modification  or  rescission  of 
that  order  in  accordance  with  the  proce¬ 
dures  set  forth  in  this  section. 

(b)  Where  to  file.  A  request  for  modi¬ 
fication  or  rescission  may  be  filed  with 
the  Cost  of  Living  Council,  Washington, 
D.C.  20506. 

(c)  When  to  file.  A  request  for  modifi¬ 
cation  or  rescission  shall  be  filed  within 
10  days  of  receipt  of  the  order  issued 
under  §  130.96. 

(d)  Contents  of  request.  A  request  for 
modification  or  rescission  shall — 

(1)  Be  in  writing  and  signed  by  the 
applicant; 

(2)  Be  designated  clearly  as  a  request 
for  modification  or  rescission; 

(3)  Identify  the  order  which  is  the 
subject  of  the  request; 

(4)  Point  out  the  alleged  error  in  the 
order; 

(5)  Contain  a  concise  statement  of  the 
grounds  for  the  request  for  modification 
or  rescission  and  the  requested  relief ; 

(6)  Be  accompanied  by  briefs,  if  any; 
and 

(7)  Be  marked  on  the  outside  of  the 
envelope  “Request  for  Modification  or 
Rescission.” 

(e)  Preliminary  processing  by  the 
Council. 

(1)  A  request  for  modification  or 
rescission  of  an  order  issued  under 
§  130.96  will  be  considered  by  the  Coun¬ 
cil  only  if  it: 

(1)  Is  made  by  a  person  to  whom  the 
order  sought  to  be  modified  or  rescinded 
was  issued  ; 

<ii)  Is  timely;  and 

(iii)  Makes  a  prima  facie  showing  of 
error. 

(2)  The  Council  may  summarily  reject 
a  request  for  modification  or  rescission 
which  is  not  made  by  a  person  to  whom 
the  order  was  issued,  or  which  is  not 
timely  filed,  or  which  fails  to  make  a 
prima  facie  showing  of  error. 

<3>  When  the  request  for  modification 
or  rescission  meets  the  requirements  set 
forth  in  subparagraph  (i)  of  this  para¬ 
graph,  the  Council  on  its  own  motion  or 
for  good  cause  shown  may  temporarily 
suspend  the  order  appealed  from  and 
then  proceed  in  accordance  with  §  130.96. 

Subpart  K — Reassertion  of  Mandatory 
Controls 

§  130.100  Purpose  and  scope. 

This  subpart  describes  the  circum¬ 
stances  under  which  the  Council  may 
reassert  mandatory  controls  over  an  in¬ 
dustry,  sector  of  the  economy,  or  a  part 
thereof. 

§130.101  Issuance  of  special  rules. 

Whenever  the  Council  in  the  course  of 
administering  the  Economic  Stabiliza¬ 
tion  Program  determines  that  the  goals 
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of  the  program  would  be  significantly 
advanced  by  reasserting  controls  over  an 
industry,  sector  of  the  economy,  or  a 
part  thereof,  it  may  issue  a  special  rule 
providing,  on  a  prospective  basis,  for  the 
stabilization  of  prices  or  wages  and  sal¬ 
aries,  on  a  mandatory  basis,  in  that  in¬ 
dustry,  sector  of  the  economy  or  part 
thereof. 

§  130.102  Public  hearings. 

If  the  Council  determines  that  such 
action  is  necessary  to  further  the  goals 
of  the  Economic  Stabilization  Program, 
it  may  order  public  hearings  with  re¬ 
spect  to  special  rules  issued  or  to  be 
issued  pursuant  to  this  subpart. 

Subpart  L — Definitions 
§  130.110  Definitions. 

“Act”  means  the  Economic  Stabiliza¬ 
tion  Act  of  1970,  as  amended. 

“Annual  sales  or  revenues”  means  the 
total  gross  receipts  of  a  firm  during  its 
most  recent  fiscal  year,  from  whatever 
source  derived,  except  that  it  does  not 
include  gross  receipts  of  or  from  a  for¬ 
eign  branch  or  division  of  such  a  firm, 
or  the  gross  receipts  of  or  from  a  wholly 
or  partially  owned  foreign  entity  such 
as  a  corporation,  partnership,  joint  ven¬ 
ture,  association,  trust,  or  subsidiary,  if 
the  gross  receipts  of  such  foreign  entity, 
branch,  or  division  are  derived  primarily 
from  transactions  with  other  foreign 
firms.  A  foreign  entity,  branch,  or  di¬ 
vision  is  one  located  outside  the 
several  States  and  the  District  of  Co¬ 
lumbia.  However,  gross  receipts  of  do¬ 
mestic  entities  from  U.S.  export  sales 
and  from  sales  to  firms  in  the  Common¬ 
wealth  of  Puerto  Rico  are  included  in 
the  determination  of  annual  sales  or 
revenue. 

“Appropriate  employee  unit”  means  a 
group  composed  of  all  employees  in  a 
bargaining  unit  or  in  a  recognized  em¬ 
ployee  category.  Such  bargaining  unit 
or  employee  category  may  exist  in  a 
plant  or  other  establishment  or  a  de¬ 
partment  thereof,  or  in  a  company,  or 
in  an  industry,  or  in  a  government  unit 
or  in  an  agency,  or  instrumentality 
thereof,  and  shall  be  determined  so  as 
to  preserve,  as  nearly  as  possible,  con¬ 
tractual  or  historical  wage  and  salary 
relationships. 

“Base  period”  means  any  two,  at  the 
option  of  the  person  concerned,  of  the 
following  fiscal  years:  That  person’s  last 
3  fiscal  years  ending  before  August  15, 
1971,  and  any  fiscal  year  completed  on  or 
after  that  date.  In  determining  a  base 
period  for  the  purpose  of  computing  a 
profit  margin  during  a  base  period,  a 
weighted  average  of  its  profits  during 
the  2  years  chosen  shall  be  used. 

“Council”  means  the  Chairman  of  the 
Cost  of  Living  Council  established  by  Ex¬ 
ecutive  Order  11615  (3  CFR,  1971  Comp., 
p.  199)  and  continued  under  the  provi¬ 
sions  of  Executive  Order  11695,  or  his 
delegate. 

“Employer”  means  a  firm  which  em¬ 
ploys  one  or  more  persons  who  receive  a 
wage  or  salary. 
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“Exception”  means  a  waiver  directed 
to  an  individual  firm  in  a  particular  case 
which  relieves  it  from  the  requirements 
of  a  rule,  regulation,  or  order  issued  pur¬ 
suant  to  the  act. 

“Exemption”  means  a  general  waiver 
of  the  requirements  of  all  rules,  regula¬ 
tions.  and  orders  issued  pursuant  to  the 
act. 

“Firm”  means  any  person,  corpora¬ 
tion,  association,  estate,  partnership, 
trust,  joint- venture,  or  sole  proprietor¬ 
ship  or  any  other  entity  however 
organized  including  charitable,  educa¬ 
tional,  or  other  eleemosynary  institu¬ 
tions,  and.  the  Federal  and  State  and 
local  governments.  For  purposes  of  this 
definition,  a  firm  includes  any  entity 
listed  in  the  preceding  sentence  that  is 
part  of  or  is  directly  or  indirectly  con¬ 
trolled  by  the  firm.  A  person  will  be 
deemed  to  control  any  firm  which  is 
controlled  directly  or  indirectly  by  such 
person,  his  spouse,  children,  grand¬ 
children,  or  parents. 

“Nonprofit  organization”  or  one  which 
is  “not  operated  for  profit”  is  a  firm 
which  is  defined  as  a  nonprofit  organiza¬ 
tion  in  section  501(c)  and  is  exempt  un¬ 
der  section  501(a)  of  the  Internal  Reve¬ 
nue  Code  of  1954,  amended. 

“Pay  adjustment”  means  a  change  in 
wages  and  salaries  which  includes  all 
forms  of  direct  and  indirect  remunera¬ 
tion  or  inducement  to  employees  by  their 
employers  for  personal  services,  which 
are  reasonably  subject  to  valuation,  in¬ 
cluding  but  not  limited  to :  Vacation  and 
holiday  payments;  bonuses;  layoff  and 
severance  pay  plans;  supplemental  un¬ 
employment  benefits;  night  shift  over¬ 
time,  and  incentive  pay;  employees 
contributions  for  insurance  plans  (but 
not  including  Federal  public  plans,  e.g. 
old-age,  survivors,  health,  and  disability 
insurance  under  the  social  security  sys¬ 
tem,  Railroad  Retirement  Acts,  Federal 
Insurance  Contributions  Acts,  Federal 
Unemployment  Tax  Acts,  and  Civil  Serv¬ 
ice  Retirement  Acts,  and  not  including 
any  workman’s  compensation  or  unem¬ 
ployment  insurance  plan  pursuant  to 
State  law  whether  the  participation  of 
the  employer  is  optional  or  obligatory), 
savings,  pension,  profit  sharing,  annuity 
funds,  and  other  deferred  compensation 
and  welfare  benefits  (including  payments 
to  or  on  behalf  of  retirees) ;  payments  in 
kind;  job  prerequisites;  housing  allow¬ 
ances;  uniform  and  other  work  clothing 
allowances  (but  not  including  employer- 
required  uniforms  and  work  clothing 
whether  or  not  for  safety  purposes) ; 
cost-of-living  allowances;  commission 
rates;  stock  options;  fringe  benefits;  and 
benefits  which  result  in  more  pay  per 
hour  or  other  unit  of  work  or  production 
(e.g.  by  shortening  the  workday  without 
a  proportionate  decrease  in  pay).  Not¬ 
withstanding  the  foregoing  definition 
of  pay  adjustment,  contributions  by  any 
employer  for: 

(a)  Any  pension,  profit  sharing,  or  an¬ 
nuity  and  savings  plan  which  meets  the 
requirements  of  section  401(a),  404(a) 
(2),  or  403(b)  of  the  Internal  Revenue 
Code  of  1954; 
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( b )  Any  group  insurance  plan ;  or 

(c)  Any  disability  and  health  plan; 

are  not  to  be  included  in  wages  and  sal¬ 
aries  unless  such  contributions  are  de¬ 
termined  to  be  unreasonably  inconsistent 
with  the  standards  issue  pursuant  to  sec¬ 
tion  203(b)  of  the  Act.  Further,  notwith¬ 
standing  the  foregoing  definition  of  pay 
adjustment,  pay  adjustments  paid  to 
persons  earning  less  than  $2.75  per  hour 
to  increase  their  compensation  up  to 
$2.75  per  hour  are  not  to  be  included  in 
wages  and  salaries. 

“Pay  Board”  means  the  Board  estab¬ 
lished  pursuant  to  section  7  of  Execu¬ 
tive  Order  11627  (3  CFR,  1971  Comp., 
p.218). 

“Prenotification”  means  notice  sub¬ 
mitted  to  the  Price  Commission  or  Pay 
Board  relating  to  a  proposed  price  ad¬ 
justment  or  pay  adjustment. 

“Price  adjustment”  means  an  increase 
in  the  unit  price  of  property  or  services 
or  a  decrease  in  the  quality  of  substan¬ 
tially  the  same  property  or  services. 

“Price  Commission”  means  the  Com¬ 
mission  established  pursuant  to  section 
8  of  Executive  Order  11627. 

“Professional  athlete”  means  any  in¬ 
dividual  who  undertakes  or  engages  in, 
as  a  means  of  livelihood  or  for  economic 
gain,  either  individually  or  as  an  em¬ 
ployee  of  a  professional  sports  organi¬ 
zation,  competitive  sporting  events  re¬ 
quiring  physical  agility  or  strength. 

“Profit  margin”  means  the  ratio  that 
operating  income  (net  sales  less  cost  of 
sales  and  less  normal  and  generally  re¬ 
curring  costs  of  business  operations,  de¬ 
termined  before  nonoperating  items,  ex¬ 
traordinary  items,  and  income  taxes) 
bears  to  net  sales  as  reported  on  the  per¬ 
son’s  financial  statement  prepared  in  ac¬ 
cordance  with  generally  accepted  ac¬ 
counting  principles  consistently  applied. 

“Public  utility”  means  a  person  that 
furnishes  service  to  the  public  or  a  recog¬ 
nized  segment  of  the  public,  whether  or 
not  that  person  is  under  the  jurisdiction 
of  a  regulatory  agency,  including  gas, 
electric,  telephone,  telegraph,  public 
transportation  by  vehicle  or  pipeline, 
water,  and  sewage  disposal  services,  but 
not  including  water  or  sewage  disposal 
services  furnished  by  a  government 
agency  or  instrumentality. 

“Real  estate  with  improvements” 
means  land  upon  which  there  is  a  struc¬ 
ture,  dwelling,  or  other  building.  It  does 
not  mean  land  on  which  roads,  water, 
sewer,  or  drainage  facilities  have  been 
constructed. 

“Regulatory  agency”  means  any  com¬ 
mission,  board,  or  other  legal  body  ex¬ 
isting  under  law  which  has  jurisdiction 
to  regulate  prices  and  services  offered  by 
a  public  utility. 

“Retail  firm”  means  a  firm  whose  an¬ 
nual  sales  or  revenues  are  primarily  from 
the  sale  of  goods  to  ultimate  consumers. 

“Security”  means  any  note,  stock, 
treasury  stock,  bond,  debenture,  evidence 
of  indebtedness,  certificate  of  interest 
or  participation  in  any  profit-sharing 
agreement,  collateral-trust  certificate, 


FEDERAL  REGISTER,  VOL.  38,  NO.  8— FRIDAY,  JANUARY  12,  1973 


1486 


RULES  AND  REGULATIONS 


preorganization  certificate  or  subscrip¬ 
tion,  transferable  share,  investment  con¬ 
tract,  voting-trust  certificate,  certificate 
of  deposit  for  a  security,  fractional  un¬ 
divided  interest  in  oil,  gas,  or  other  min¬ 
eral  rights,  or,  in  general,  any  interest 
or  instrument  commonly  known  as  a 
“security,”  or  any  certificate  of  interest 
or  participation  in  temporary  or  interim 
certificate  for,  receipt  for,  guarantee  of, 
or  warrant  or  right  to  subscribe  to  or 
purchase,  any  of  the  foregoing. 

“State  and  local  governments”  means 
the  several  States  and  the  District  of 
Columbia,  a  municipality  or  other  politi¬ 
cal  subdivision,  authority,  commission, 
board,  district,  public  corporation  or 
other  agency  or  instrumentality  of  the 
several  States  and  the  District  of  Co¬ 
lumbia  and  any  board,  commission, 
agency,  or  other  instrumentality  of  a  lo¬ 
cal  government. 

Appendix 

The  White  House 

To  the  Congress  of  the  United  States: 

During  i960,  the  annual  rate  of  inflation 
in  the  United  States  was  about  6  percent. 
During  my  first  term  in  office,  that  rate  has 
been  cut  nearly  in  half  and  today  the  United 
States  has  the  lowest  rate  of  inflation  of  any 
industrial  country  in  the  free  world. 

In  the  last  year  and  a  half,  this  decline  in 
inflation  has  been  accompanied  by  a  rapid 
economic  expansion.  Civilian  employment 
rose  more  rapidly  during  the  past  year  than 
ever  before  in  our  history  and  unemployment 
substantially  declined.  We  now  have  one  of 
the  highest  economic  growth  rates  in  the 
developed  world. 

In  short.  1972  was  a  very  good  year  for  the 
American  economy.  I  expect  1973  and  1974 
to  be  even  better.  They  can,  in  fact,  be  the 
best  years  our  economy  has  ever  experi¬ 
enced — provided  we  have  the  will  and  wis¬ 
dom,  in  both  the  public  and  private  sectors, 
to  follow  appropriate  economic  policies. 

For  the  past  several  weeks,  members  of  my 
administration  have  been  reviewing  our  eco¬ 
nomic  policies  in  an  effort  to  keep  them  up 
to  date.  I  deeply  appreciate  the  generous 
advice  and  exceUent  suggestions  we  have  re¬ 
ceived  in  our  consultations  with  the  Congress. 
We  are  also  grateful  for  the  enormous  assist¬ 
ance  we  have  received  from  hundreds  of 
leaders  representing  business,  labor,  farm 
and  consumer  groups,  and  the  general  public. 
These  discussions  have  been  extremely  help¬ 
ful  to  us  in  reaching  several  central  conclu¬ 
sions  about  our  economic  future. 

One  major  point  which  emerges  as  we  look 
both  at  the  record  of  the  past  and  the  pros¬ 
pects  for  the  future  is  the  central  role  of  our 
Federal  monetary  and  fiscal  policies.  We 
cannot  keep  inflation  In  check  unless  we 
keep  Government  spending  In  check.  This 
is  why  I  have  insisted  that  our  spending  for 
fiscal  year  1973  not  exceed  #250  billion  and 
that  our  proposed  budget  for  fiscal  year  1974 
not  exceed  the  revenues  which  the  exist¬ 
ing  tax  system  would  produce  at  full  em¬ 
ployment.  I  hope  and  expect  that  the  Con¬ 
gress  will  receive  this  budget  with  a  sim¬ 
ilar  sense  of  fiscal  discipline.  The  stability 
of  our  prices  depends  on  the  restraint  of  the 
Congress. 

As  we  move  into  a  new  year,  and  into  a 
new  term  for  this  administration,  we  are 
also  moving  to  a  new  phase  of  our  economic 
stabilization  program.  I  believe  the  system 
of  controls  which  has  been  in  efTect  since 
1971  has  helped  considerably  In  improving 
the  health  of  our  economy.  I  am  today  sub¬ 
mitting  to  the  Congress  legislation  which 


would  extend  for  another  year — until  April 
30  of  1974 — the  basic  legislation  on  which 
that  system  is  based,  the  Economic  Stabil¬ 
ization  Act. 

But  even  while  we  recognize  the  need  for 
continued  Government  restraints  on  prices 
and  wages,  we  also  look  to  the  day  when  we 
can  enjoy  the  advantages  of  price  stability 
without  the  disadvantages  of  such  restraints. 
I  believe  we  can  prepare  for  that  day.  and 
hasten  Its  coming,  by  modifying  the  pres¬ 
ent  system  so  that  it  relies  to  a  greater  ex¬ 
tent  on  the  voluntary  cooperation  of  the 
private  sector  In  making  reasonable  price 
and  wage  decisions. 

Under  phase  HI,  prior  approval  by  the  Fed¬ 
eral  Government  will  not  be  required  for 
changes  In  wages  and  prices,  except  In  spe¬ 
cial  problem  areas.  The  Federal  Government, 
with  the  advice  of  management  and  labor, 
will  develop  standards  to  guide  private  con¬ 
duct  which  will  be  self-administering.  This 
means  that  businesses  and  workers  will  be 
able  to  determine  for  themselves  the  conduct 
that  conforms  to  the  standards.  Initially  and 
generally  we  shall  rely  upon  the  voluntary 
cooperation  of  the  private  sector  for  reason¬ 
able  observance  of  the  standards.  However, 
the  Federal  Government  will  retain  the 
power — and  the  responsibility — to  step  In 
and  stop  action  that  would  be  Inconsistent 
with  our  anti-inflation  goals.  I  have  estab¬ 
lished  as  the  overall  goal  of  this  program  a 
further  reduction  in  the  Inflation  rate  to 
2^  percent  or  less  by  the  end  of  1973. 

Under  this  program,  much  of  the  Federal 
machinery  which  worked  so  well  during 
phase  I  and  phase  II  can  be  eliminated.  In¬ 
cluding  the  Price  Commission,  the  Pay 
Board,  the  Committee  on  the  Health  Serv¬ 
ices  Industry,  the  Committee  on  State  and 
Local  Government  Cooperation,  and  the  Rent 
advisory  Board.  Those  who  served  so  ably  as 
members  of  these  panels  and  their  staffs — 
especially  Judge  George  H.  Boldt,  Chairman 
of  the  Pay  Board,  and  C.  Jackson  Grayson. 
Jr.,  Chairman  of  the  Price  Commission — 
have  my  deep  appreciation  and  that  of  their 
countrymen  for  their  devoted  and  effective 
contributions. 

This  new  program  will  be  administered  by 
the  Cost  of  Living  Council.  The  Council’s 
new  Director  will  be  John  T.  Dunlop.  Dr. 
Dunlop  succeeds  Donald  Rumsfeld  who  leaves 
this  post  with  the  Nation’s  deepest  gratitude 
for  a  Job  well  done. 

Under  our  new  program,  special  efforts  will 
be  made  to  combat  inflation  in  areas  where 
rising  prices  have  been  particularly  trouble¬ 
some.  especially  in  fighting  rising  food  prices. 
Our  anti-inflation  program  will  not  be  fully 
successful  until  Its  Impact  is  felt  at  the  local 
supermarket  or  corner  grocery  store. 

I  am  therefore  directing  that  our  current 
mandatory  wage  and  price  control  system 
be  continued  with  special  vigor  for  firms  In¬ 
volved  in  food  processing  and  food  retail¬ 
ing.  I  am  also  establishing  a  new  committee 
to  review  Government  policies  which  affect 
food  prices  and  a  non-Government  advisory 
group  to  examine  other  ways  of  achieving 
price  stability  in  food  markets.  I  will  ask 
this  advisory  group  to  give  special  attention 
to  new  ways  of  cutting  costs  and  improving 
productivity  at  all  points  along  the  food  pro¬ 
duction,  processing,  and  distribution  chain. 
In  addition,  the  Department  of  Agriculture 
and  the  Cost  of  Living  Council  yesterday 
and  today  announced  a  number  of  Important 
steps  to  hold  down  food  prices  in  the  best 
possible  way — by  increasing  food  supply.  I 
believe  all  these  efforts  will  enable  us  to 
check  effectively  the  rising  cost  of  food  with¬ 
out  damaging  the  growing  prosperity  of 
American  farmers.  Other  special  actions 
which  will  be  taken  to  fight  inflation  in¬ 
clude  continuing  the  present  mandatory  con¬ 
trols  over  the  health  and  construction  in¬ 


dustries  and  continuing  the  present  suc¬ 
cessful  program  for  Interest  and  dividends. 

The  new  policies  I  am  announcing  today 
can  mean  even  greater  price  stability  with 
less  restrictive  bureaucracy.  Their  success, 
however,  will  now  depend  on  a  firm  spirit  of 
self-restraint  both  within  the  Federal  Gov¬ 
ernment  and  among  the  general  public.  If 
the  Congress  will  receive  our  new  budget  with 
a  high  sense  of  fiscal  responsibility  and  If  the 
public  will  continue  to  demonstrate  the  same 
spirit  of  voluntary  cooperation  which  was  so 
Important  during  phase  I  and  phase  II,  then 
we  can  bring  the  inflation  rate  below  2% 
percent  and  usher  In  an  unprecedented  era 
of  full  and  stable  prosperity. 

Richard  Nixon. 

The  White  House, 

January  11,  1973. 

The  White  House 
phase  HI 
Background 

The  antl-lnflatlonary  policies  of  the  last 
4  years  have  sharply  reduced  the  inflation 
rate.  Whereas  4  years  ago  prices  were  rlBlng, 
according  to  various  measures,  around  5  or 
6  percent  a  year,  by  the  end  of  1972  the  rate 
had  been  cut  nearly  to  half  that  level.  This 
progress  has  given  the  United  States  the 
lowest  inflation  rate  of  any  free  industrial 
country. 

The  decline  of  inflation  in  the  past  year 
was  accompanied  by  the  largest  rise  of  civil¬ 
ian  employment  in  history  and  a  substantial 
drop  In  the  rate  of  unemployment.  All-in- 
all,  1972  was  a  very  good  year  for  the  Ameri¬ 
can  economy. 

The  main  element  leading  to  this  good 
performance  was  a  balanced  use  of  fiscal  and 
monetary  policy.  The  excess  demand  which 
generated  the  1965-68  inflation  was  first  re¬ 
moved;  thereafter  a  steady  expansion  was 
promoted  so  as  to  reduce  unemployment 
without  reviving  inflationary  demand  con¬ 
ditions.  Since  August  15,  1971,  these  funda¬ 
mental  measures  have  been  supplemented 
by  price  and  wage  controls. 

Prospects  are  exceedingly  favorable  for 
further  economic  expansion  and  reduced  in¬ 
flation  in  1973  and  1974.  These  can  be  the 
best  years  In  America’s  economic  history. 
There  are  two  trouble  spots  in  this  prospect. 

One  Is  that  Federal  spending  may  be  so 
pumped  up  that  the  same  forces  are  released 
that  caused  the  earlier  inflation.  The  other 
is  that  food  prices  may  continue  their  recent 
rapid  rise.  The  administration  will  resist  both 
of  these  dangers  vigorously. 

The  administration  will  submit  a  budget 
in  which  expenditures  do  not  exceed  #250 
billion  in  the  current  fiscal  year  and  do  not 
exceed  the  revenues  that  the  existing  tax 
system  would  yield  at  full  employment  in  the 
next  fiscal  year.  Details  of  these  expenditures 
will  be  contained  in  the  budget  to  be  pub¬ 
lished  on  January  29.  To  stay  within  these 
totals  is  the  essential  requirement  of  sound 
economic  policy  in  1973. 

New  actions  and  procedures  to  deal  with 
the  food  price  problem  are  described  in  this 
fact  sheet  below. 

The  National  Goal  in  the  Fight  Against 
Inflation 

Our  goal  is  to  reduce  the  rate  of  inflation 
further  in  1973  and  to  establish  general  con¬ 
fidence  in  the  reasonable  stability  of  prices 
beyond  1973.  Specifically,  we  propose  as  a 
guide  to  the  policies  of  Government  as  well 
as  to  private  behavior  that  the  rate  of  infla¬ 
tion  should  be  reduced  to  2  Vi  percent  or  be¬ 
low  by  the  end  of  1973.  The  Government’s 
fiscal  and  monetary  policies  will  be  directed 
to  that  goal.  The  Government  will  manage  its 
own  actions  that  affect  prices  in  particular 
sectors,  such  as  food,  so  as  to  help  in  this 
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effort.  Government  will  provide  guidance  as 
to  private  behavior  that  would  be  most  con¬ 
sistent  with  the  goal.  And  where  necessary  the 
Government  will  take  further  steps  to  assure 
that  private  behavior  Is  consistent  with  the 
national  goal. 

The  Place  of  Controls 

The  system  of  controls  that  began  on 
August  15.  1971  with  the  90-day  freeze  and 
continued  with  Phase  II  made  a  valuable 
contribution  to  the  economic  record  of  1972. 
It  helped  to  reduce  Inflation  and  put  a 
damper  on  Inflationary  expectations.  It  also 
helped  to  bring  about  a  situation  In  which 
wages  were  In  better  balance  with  living 
costs  and  the  wages  of  the  workers  coming 
up  for  new  wage  decisions  were  In  better 
balance  with  the  wages  of  those  who  had 
previously  obtained  Increases.  Much  has  been 
done  to  pave  the  way  for  price  stability. 

These  results  were  achieved  In  a  manner 
that  was  fair,  that  did  not  Impair  production 
or  productivity  In  any  significant  degree  and 
that  did  not  Impose  large  administrative 
costs. 

To  help  In  assessing  the  place  of  controls 
In  the  future,  an  extensive  consultation 
process  was  undertaken.  Sixty-three  con¬ 
sultation  meetings  were  held.  The  over  400 
Individuals  who  participated  represented  a 
complete  spectrum  of  Interests.  The  views 
and  comments  obtained  were  most  helpful. 

After  reviewing  the  results  of  this  con¬ 
sultation  process  and  the  experience  gained 
from  operating  the  present  system.  It  Is 
clear  that  the  burdens  of  a  control  system 
will  mount  In  the  coming  period  If  the 
present  system  continued  for  long  unchanged 
In  an  expanding  economy.  Red  tape  and 
administrative  burdens,  both  for  the  gov¬ 
ernment  and  for  the  public  would  expand. 
Delays  and  Interferences  with  the  normal 
conduct  of  business  would  become  more 
serious.  Inequities  In  the  treatment  of  dif¬ 
ferent  Individuals  and  businesses  would 
multiply.  Incentives  to  efficiency  and  Invest¬ 
ment  would  be  weakened. 

Features 

Therefore  the  system  Is  being  modified  to 
achieve  Its  continuing  contribution  to  the 
antl-lnflatlon  effort  with  less  danger  of  In¬ 
jury  to  the  economy.  The  main  features  of 
the  modified  system  are: 

The  Government  will  develop  standards  for 
private  conduct  that  would  be  consistent 
with  the  national  antl-lnflatlon  goal.  The 
wage  standard  will  be  developed  with  the 
advice  of  management  and  labor. 

The  standards  will  be  self-administered. 
That  Is,  businesses  and  workers  will  be  able 
to  determine  by  themselves  what  conduct 
conforms  reasonably  to  the  guides  and  will 
not  require  prior  approval  for  their  actions. 

Voluntary  behavior  consistent  with  the 
standards  and  the  goal  will  be  expected. 

Procedures  will  be  established  which  will 
permit  the  Government  to  see  whether  con¬ 
duct  Is  reasonably  consistent  with  the  s  '  ,nd- 
ards. 

The  Government  will  retain  authority  to 
set  mandatory  rules,  controlling  future  con¬ 
duct,  where  It  appears  that  voluntary  be¬ 
havior  Is  Inconsistent  with  the  goals  of  the 
program.  To  this  end  the  President  Is  asking 
for  a  1-year  extension  of  the  Economic  Sta¬ 
bilization  Act. 

Special  programs  will  be  maintained  for 
food,  health  service,  construction,  and  In¬ 
terest  and  dividends. 

The  Pay  Board  and  the  Price  Commission 
are  terminated.  The  Cost  of  Living  Council 
will  manage  the  Economic  Stabilization 
Program  during  this  phase. 

Today’s  Action 

The  following  actions  will  be  taken  today: 

1.  The  President  has  established  a  goal  to 


reduce  the  rate  of  Inflation  further  In  1973 
to  2 Vi  percent  or  below  by  the  end  of  1973. 

2.  Except  In  special  areas  (food,  health, 
construction  industry,  and  Interest  and  div¬ 
idends)  the  present  program  will  be  replaced 
by  one  which  Is  self-administering  and  based 
on  voluntary  compliance. 

3.  Pay  and  Price  Divisions  have  been  es¬ 
tablished  In  the  Cost  of  Living  Council.  The 
Price  Commission  and  Pay  Board  cease  to 
exist. 

4.  A  Labor-Management  Advisory  Commit¬ 
tee  Is  being  established. 

5.  A  request  has  been  forwarded  to  the 
Congress  for  a  1-year  extension  of  the 
Economic  Stabilization  Program. 

6.  Dr.  John  Dunlop  has  been  named  by 
the  President  as  the  new  Director  of  the  Cost 
of  Living  Council. 

7.  An  Executive  order  Implementing  the 
program  has  been  signed  with  an  effective 
date  of  January  11,  1973. 

SUMMARY  OF  THE  PROGRAM 

The  General  Standards 

As  a  general  guide  for  prices.  Increases  of 
prices  above  presently  authorized  levels 
should  not  exceed  Increases  of  costs.  Even 
where  costs  have  Increased  prices  should  not 
be  Increased  If  the  Arm’s  profit  margin  ex¬ 
ceeds  the  firm's  base-period  profit  margin. 
Alternatively,  a  firm  may  increase  prices  to 
reflect  Increased  cost  without  regard  to  Its 
profit  margin  If  the  firm’s  average  price  In¬ 
creases  would  not  exceed  1.5  percent  In  a 
year.  The  definition  and  measurement  of 
costs,  price,  profits,  etc.,  can  be  guided  by  the 
regulations  already  established  by  the  Price 
Commission,  which  are  presumably  known  to 
the  firms  Involved. 

The  base  period  for  calculation  of  the 
profit-margin  guide  Is  revised  to  permit  In¬ 
clusion  of  any  fiscal  year  that  has  been  con¬ 
cluded  since  August  15.  1971. 

The  existing  general  standards  of  the  Pay 
Board  can  be  taken  for  the  present  as  a  guide 
to  appropriate  maximum  wage  increases  un¬ 
less  and  until  they  are  modified.  A  Labor- 
Management  Advisory  Committee  Is  being 
established  to  advise  the  Cost  of  Living 
Council  on  whether  the  standards  should  be 
modified  and,  If  so,  how.  Certain  minor  modi¬ 
fications  are  being  announced  at  this  time 
and  published  In  the  Federal  Register. 

The  details  of  the  phase  III  program  are 
briefly  summarized  below. 

Monitoring 

The  Cost  of  Living  Council  staff  and  the 
Internal  Revenue  Service  under  the  direc¬ 
tion  of  the  Cost  of  Living  Council  will  mon¬ 
itor  performance  through: 

Reviewing  reports  received  from  firms  and 
employee  units; 

Spot  checks  and  audits  of  firm  records;  and 

Use  of  Government  and  trade  data. 

Price  Reporting  and  Recordkeeping 

With  the  exception  of  firms  subject  to 
special  rules  (food  and  health)  or  excep¬ 
tions: 

All  firms  with  sales  of  more  than  $50  mil¬ 
lion  (approximately  3,500  firms)  tire  required 
to  keep  records  of  profit  margin  changes  as 
well  as  price  changes  which  will  permit  the 
computation  of  weighted  average  price  In¬ 
creases.  Firms  will  have  the  obligation  of  pro¬ 
ducing  these  upon  request. 

All  firms  with  sales  of  $250  million  or  more 
(approximately  800  firms)  are  required  to  file 
quarterly  reports  concerning  any  weighted 
average  price  change  and  their  profit  margin. 

Regulated  Industries  will  be  guided  by  the 
general  criteria  listed  In  present  Price  Com¬ 
mission  regulations  and  restraint  Is  expected 
to  be  reflected  In  their  actions  and  the  ac¬ 
tions  of  the  regulatory  agencies. 


Requirements  will  not  apply  to  rental 
units  not  already  exempt  under  the  present 
program.  Landlords  are  expected  to  exercise 
restraint  but  no  standards  or  binding  re¬ 
quirements  will  be  Issued.  This  step  Is  taken 
In  view  of  the  expanding  supply  of  rental 
units.  Increasing  vacancy  rates  and  the  mod¬ 
est  rate  of  Inflation  shown  In  this  sector.  It 
is  estimated  that  the  present  program  affects 
less  than  30  percent  of  residential  rental 
units. 

Wage  Reporting  and  Recordkeeping 

With  the  exception  of  units  subject  to 
special  rules  (food,  health,  and  construc¬ 
tion)  or  exceptions : 

All  employee  units  of  1,000  or  more  will 
be  required  to  keep  records  of  wage  rate 
changes.  They  will  have  the  obligation  of 
producing  these  upon  request. 

All  employee  units  of  5,000  or  more  will 
be  required  to  file  reports  with  CLC  Indi¬ 
cating  wage  rate  changes. 

Reserve  Authority  and  Action  of  the 
Cost  of  Living  Council 

The  Cost  of  Living  Council  reserves  the 
authority  to  establish  mandatory  standards 
where  that  Is  necessary  to  assure  that  future 
action  in  a  particular  Industry  is  consistent 
with  the  national  goal. 

Upon  learning  through  Its  monitoring  of 
prices  and  labor  negotiations  that  action  has 
been  or  Is  about  to  be  taken  that  Is  not  con¬ 
sistent  with  the  standards  or  the  goals  of  the 
program,  the  Cost  of  Living  Council  can  use 
Its  authority  to  Issue  a  temporary  order  set¬ 
ting  Interim  price  and  wage  levels.  This 
would  allow  the  Council  to: 

Require  parties  to  supply  Information  and 
assurances  demonstrating  that  their  actions 
are  not  or  will  not  be  Inconsistent  with  the 
standards  or  goals  of  the  program. 

Hold  public  hearings. 

Issue  a  special  rule  or  order  of  the  Council 
setting  out  a  specific  legally  binding  level  for 
proposed  price  or  pay  action  that  would  re¬ 
strain  an  Industry  or  firm  from  that  point  on. 
Such  a  rule  or  order  could  Include  the  re¬ 
quirement  to  roll  back  already  effected  price 
or  wage  Increases. 

Food 

Food  processors  will  be  required  manda- 
torlly  to  comply  with  present  regulations, 
somewhat  modified.  Including  prenotification 
and  approval  of  cost-justified  price  Increases. 
Food  retailers  will  be  held  to  present  margin 
markups.  Minor  administrative  modifications 
will  be  made.  Pay  units  In  the  food  process¬ 
ing  and  retailing  Industries  will  continue  to 
be  covered  by  present  regulations. 

A  committee  drawn  from  the  Cost  of  Living 
Council  will  be  established.  It  will  be  chaired 
by  the  Chairman  of  the  Cost  of  Living  Coun¬ 
cil  and  composed  of  the  Chairman  of  the 
Council  of  Economic  Advisers,  Secretary  of 
Agriculture,  Director  of  the  Office  of  Manage¬ 
ment  and  Budget,  and  Director  of  the  Cost 
of  Living  Council.  The  committee’s  purpose 
will  be  to  review  and  recommend  appropriate 
changes  In  Government  policies  having  an 
adverse  effect  on  food  prices. 

Health 

The  present  controls  applicable  to  this  sec¬ 
tor  will  be  continued  until  appropriate  modi¬ 
fications  are  recommended  by  the  committee 
described  below. 

A  committee  drawn  from  the  Cost  of  Liv¬ 
ing  Council  will  be  established.  It  will  be 
chaired  by  the  Director  of  the  Cost  of  Living 
Council  and  composed  of  the  Chairman  of 
the  Council  of  Economic  Advisers,  the  Di¬ 
rector  of  the  Office  of  Management  and  Budg¬ 
et,  and  the  Secretaries  of  the  Treasury  and 
Health,  Education,  and  Welfare.  (The  Secre¬ 
tary  of  Health,  Education,  and  Welfare  Is 
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being  added  to  the  Cost  of  Living  Council.) 
The  committee's  purpose  will  be  to  review 
and  make  appropriate  recommendations  con¬ 
cerning  changes  In  Government  programs 
that  could  lessen  the  rise  of  health  costs. 

An  advisory  committee  composed  of  knowl¬ 
edgeable  Individuals  outside  the  Federal 
Government  will  be  established.  It  will  have 
a  broad  mandate  and  will  advise  the  Coat 
of  Living  Council  on  such  matters  as  the 
operation  of  controls  In  the  health  industry 
and  changes  In  Government  programs  that 
could  help  alleviate  the  rise  of  health  costs. 
This  committee  will  also  work  to  mobilize 
insurance  companies  and  other  third-party 
payers  to  use  their  Influence  to  curb  the  rise 
in  health  costs. 

Construction 

The  present  Construction  Industry  Sta¬ 
bilization  Committee  will  continue  its  work 
with  the  twin  goals  of  Improving  the  bar¬ 
gaining  structure  In  the  industry  and  achiev¬ 
ing  additional  progress  In  bringing  the  rate 
of  wage  growth  In  this  sector  Into  line  with 
the  general  wage  growth  In  the  economy. 

Rules  are  provided  to  Insure  that  modi¬ 
fications  in  the  wage  growth  rate  can  be  re¬ 
flected  by  adjustments  In  construction 
prices. 

Interest  and  Dividends 

The  present  highly  successful  voluntary 
program  will  be  continued  under  the  di¬ 
rection  of  the  Committee  on  Interest  and 


RULES  an*  regulations 

Dividends  chaired  by  Dr.  Arthur  Burns  of 
the  Federal  Reserve. 

Structure 

The  Cost  of  Living  Council  will  be  con¬ 
tinued  and  Its  membership  expanded  to 
include: 

The  Secretary  of  Health.  Education,  and 
Welfare. 

Mrs.  Anne  Armstrong,  Counselor  to  the 
President. 

The  Price  Commission  and  Pay  Board  and 
all  advisory  committees  will  terminate  ef¬ 
fective  not  more  than  90  days  from  the  date 
of  the  Executive  order  or  such  earlier  date 
as  the  COLC  Chairman  determines.  The 
Price  Commission  and  Pay  Board  authority 
and  staff  will  be  transferred  to  the  Cost  of 
Living  Council. 

The  following  units  will  be  established  or 
reestablished  by  a  new  Executive  order : 

The  Cost  of  Living  Council. 

Labor-Management  Committee. 

Cost  of  Living  Council  Committee  on  Food. 

Food  Industry  Advisory  Committee. 

Cost  of  Living  Council  Committee  on 
Health. 

Health  Industry  Advisory  Committee. 

Construction  Industry  Stabilization  Com¬ 
mittee. 

Committee  on  Interest  and  Dividends. 

It  Is  estimated  that  the  Economic  Stabili¬ 
zation  Program  personnel  will  be  decreased 
from  the  present,  about  4,000,  to  about  2,000 
positions. 


Transition 

New  regulations  and  requirements  will 
take  effect  Immediately. 

Parties  covered  by  present  program  rules 
will  be  required  to  comply  with  all  such 
rules  up  to  the  effective  date  of  the  new 
regulations.  Price-wage  changes  or  profit  de¬ 
velopments  occurring  at  a  time  when  they  are 
subject  to  present  program  rules  will  be  sub¬ 
ject  to  review  and  enforcement  even  after 
the  new  regulations  have  taken  effect.  Parties 
required  to  report  under  present  rules  will 
be  obligated  to  report  In  the  regular  manner 
all  developments  occurring  under  these  rules 
prior  to  this  date. 

While  the  Price  Commission  and  Pay  Board 
will  terminate  operations,  their  staffs  will 
Immediately  be  assigned  to  the  Cost  of  Living 
Council  to  handle  the  orderly  disposition  of 
pending  matters  Including  the  application  of 
present  regulations  to  matters  occurring 
while  they  were  In  effect,  particularly  annual 
profit  margin  reports. 

A  major  program  of  placement  will  be  un¬ 
dertaken  by  the  Director’s  office  of  the  Cost 
of  Living  Council  to  assist  Pay  Board  and 
Price  Commission  and  advisory  committee 
employees  In  finding  suitable  employment  as 
the  workload  decreases. 

The  Legislation 

A  1-year  extension  of  the  present  Economic 
Stabilization  Act  is  requested. 

[FR  Doc.  73-911  Filed  1-11-73:3:38  pm) 
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COST  OF  LIVING  COUNCIL 

COST  OF  LIVING  COUNCIL  ORDER 
NO.  14 

Delegation  of  Authority 

Pursuant  to  the  authority  vested  in 
me  as  Chairman  of  the  Cost  of  Living 
Council  by  Executive  Order  No.  11695 
(hereinafter  referred  to  as  the  Order), 
it  is  hereby  ordered  as  follows : 

1.  There  is  delegated  to  the  Director 
of  the  Cost  of  Living  Council  all  of  the 
authorities  delegated  to  the  Chairman 
of  the  Cost  of  Living  Council  by  the 
Order. 

2.  Significant  policy  decisions  shall  be 
made  by  the  Director  after  consultation 
with  the  Chairman  of  the  Cost  of  Living 
Council  or  the  Cost  of  Living  Council  as 
appropriate. 

3.  The  Director  of  the  Cost  of  Living 
Council  is  authorized  to  redelegate  any 
or  all  of  the  authorities  set  out  in  such 
Order  that  he  deems  necessary  for  the 
orderly  and  efficient  exercise  of  the  au¬ 
thority  delegated  to  him. 

4.  Cost  of  Living  Council  Orders  3,  4, 
6,  7,  12,  and  13  are  hereby  superseded. 

5.  This  delegation  shall  be  effective  as 
of  January  11, 1973. 

George  P.  Shultz, 
Chairman,  Cost  of  Living  Council. 

[PR  Doc.73-934  Filed  1-11-73:5:30  pm] 


COST  OF  LIVING  COUNCIL  ORDER 
NO.  15 

Delegation  of  Authority 

Pursuant  to  the  authority  delegated  to 
me  by  Executive  Order  No.  11695,  it  is 
hereby  ordered  as  follows: 

1.  There  is  hereby  delegated  to  the 
Commissioner  of  Internal  Revenue  (the 
Commissioner),  subject  to  the  policy 
guidance  and  direction  of  the  Director  of 
the  Cost  of  Living  Council  (the  Director) , 
authority  to  perform  the  following 
functions: 

(a)  Operation  and  maintenance  of 
local  service  and  compliance  centers  es¬ 
tablished  in  support  of  the  Economic 
Stabilization  Program  in  Standard  Met¬ 
ropolitan  Statistical  Areas  and  such 
other  places  as  the  Commissioner  may 
determine; 

(b)  Dissemination  of  information  and 
informal  guidance  in  response  to  inquir¬ 
ies  from  the  public,  except  that  inquir¬ 
ies  received  with  respect  to  firms  with 
annual  sales  or  revenues  of  $50  million 
or  more  or  pay  units  of  1,000  employees 
or  more  shall  be  forwarded  to  the  Di¬ 
rector  for  response; 

(c)  All  functions  previously  delegated 
to  the  Secretary  of  the  Treasury,  the 
Commissioner  or  District  Directors  of  the 


Internal  Revenue  Service  applicable  to 
the  food  industry  or  the  health  services 
industry  by  the  Pay  Board  or  the  Price 
Commission,  except  that  matters  involv¬ 
ing  firms  with  annual  sales  or  revenues  of 
$50  million  or  more  or  pay  units  of  1,000 
employees  or  more  shall  be  forwarded  to 
the  Director  for  response; 

(d)  Conducting  investigations  as  di¬ 
rected  by  the  Director; 

(e)  Receiving,  investigating,  and  re¬ 
solving  by  obtaining  compliance,  where 
possible,  complaints  received  with  re¬ 
spect  to  program  violations  in  the  food 
industry  and  the  health  services  indus¬ 
try  and  recommending  enforcement 
action  to  the  Director,  where  necessary; 
and 

(f)  Maintaining  adequate  records  and 
the  making  of  periodic  reports  to  the 
Director. 

2.  All  executive  departments  and  agen¬ 
cies  shall  furnish  such  necessary  assist¬ 
ance  to  the  Commissioner  as  may  be 
authorized  by  law. 

3.  The  Commissioner  may  redelegate 
to  any  agency,  instrumentality,  or  official 
of  the  United  States  any  authority  under 
this  Order,  and  may,  in  carrying  out 
the  functions  delegated  by  this  Order, 
utilize  the  services  of  any  other  agencies, 
Federal  or  State,  as  may  be  available 
and  appropriate. 

4.  Cost  of  Living  Council  Orders  5,  8, 
and  9  and  all  prior  delegations  of  au¬ 
thority  from  the  Pay  Board  or  the  Price 
Commission  to  the  Secretary  of  the 
Treasury,  the  Commissioner,  or  District 
Directors  of  the  Internal  Revenue  Serv¬ 
ice  are  hereby  superseded,  except  that 
actions  in  process  relating  to  Phase  II 
matters  shall  be  expeditiously  completed. 

5.  This  delegation  shall  be  effective  as 
of  January  11,  1973. 

George  P.  Shultz, 
Chairman,  Cost  of  Living  Council. 

[FR  Doc .73-936  Filed  1-11-73:5:30  pm] 


COST  OF  LIVING  COUNCIL  ORDER 
NO.  16 

Delegation  of  Authority 

Pursuant  to  the  authority  vested  in 
me  by  Executive  Order  No.  11695,  it  is 
hereby  ordered  as  follows: 

1.  There  is  delegated  to  the  Construc¬ 
tion  Industry  Stabilization  Committee 
(hereinafter  referred  to  as  the  “Com¬ 
mittee”)  acting  through  its  Chairman 
authority  to  assure  generally  con¬ 
formance  of  any  increases  in  any  wage 
or  salary  in  the  construction  industry 
to  the  provisions  of  this  Order.  In  carry¬ 
ing  out  its  functions  the  Committee  shall 
give  particular  attention  to  improving 
the  collective  bargaining  process  in  the 
construction  industry  and  to  the  ra¬ 
tionalization  of  the  wage  structure 


within  geographic  areas  and  between 
crafts  within  a  particular  area. 

2.  Each  craft  dispute  board  estab¬ 
lished  under  authority  of  section  2  of 
Executive  Order  No.  11588  and  continued 
under  section  5(b)  of  Executive  Order 
No.  11695  has  the  responsibility  to  deter¬ 
mine  whether  wages  and  salaries  are  ac¬ 
ceptable  in  accordance  with  the  criteria 
established  pursuant  to  this  Order. 

3.  (a)  It  shall  be  the  responsibility 
of  each  board,  in  relation  to  the  craft 
or  branch  over  which  it  has  jurisdiction, 
to  provide  advice  and  assistance  in  an 
effort  to  resolve  any  unresolved  collec¬ 
tive  bargaining  disputes  over  wages  and 
salaries  and  to  promptly  examine  every 
collective  bargaining  agreement  nego¬ 
tiated  on  or  after  March  29,  1971,  and 
to  determine  in  accordance  with  the  cri¬ 
teria  established  pursuant  to  this  Order 
whether  wage  and  salary  increases  in  the 
agreement  are  acceptable  and  may  thus 
be  approved.  The  board  shall  make  de¬ 
terminations  within  a  reasonable  time 
and  shall  notify  the  parties  and  the 
Committee  of  action  taken.  When  it  is 
•■determined  by  the  board  that  a  wage 

or  salary  increase  is  not  acceptable,  the 
board  shall  also  notify  the  Chairman  of 
the  Cost  of  Living  Council. 

(b)  Each  board  shall  also  have  the 
authority  to  examine  collective  bargain¬ 
ing  agreements  negotiated  prior  to 
March  29,  1971,  which  contain  wage  or 
salary  increases  scheduled  to  take  effect 
on  or  after  such  date  to  determine 
whether  any  increase  is  unreasonably  in¬ 
consistent  with  the  criteria  established 
pursuant  to  this  Order. 

4.  (a)  Upon  receipt  of  notification  by 
a  board  that  it  has  found  a  wage  or  sal¬ 
ary  increase  acceptable,  the  Committee 
shall  have  fifteen  days  in  which  to  deter¬ 
mine  whether  it  will  assume  jurisdiction 
over  the  matter.  If  the  Committee  does 
not  determine  within  that  time,  and  so 
notify  the  parties  and  the  board,  that  it 
will  assume  jurisdiction,  the  board’s  de¬ 
termination  will  be  deemed  final  and  the 
increase  may  take  effect.  If  the  Commit¬ 
tee  determines  that  it  will  assume  juris¬ 
diction  it  shall  be  a  violation  of  this 
Order  to  implement  the  increase  unless 
and  until  the  Committee  affirms  the 
board’s  initial  determination.  The  Com¬ 
mittee  shall  notify  the  parties,  the  board 
and  the  Chairman  of  the  Cost  of  Living 
Council  of  its  final  action. 

<b>  The  Committee  is  also  authorized, 
upon  its  own  motion,  if  a  board  has  not 
yet  reported  or  an  appropriate  board  has 
not  been  established,  to  review  any  pro¬ 
posed  wage  or  salary  increase  to  deter¬ 
mine  its  acceptability. 

(c)  Unless  and  until  an  increase  in 
wage  or  salary  has  been  approved  in  ac¬ 
cordance  with  the  provisions  of  sections 
3(a)  and  4  of  this  Order,  it  shall  be  a 
violation  of  this  Order  to  put  such  wage 
or  salary  increase  into  effect. 
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5.  Upon  a  determination  by  a  board  or 
the  Committee  that  a  proposed  wage  or 
salary  increase  is  not  acceptable  and 
certification  of  that  determination  by  the 
Chairman  of  the  Cost  of  Living  Council 
the  following  actions  shall  be  taken. 

(a)  In  implementing  the  provisions  of 
the  Davis-Bacon  Act  of  March  3,  1931 
(46  Stat.  1494,  as  amended)  and  related 
statutes  the  provisions  of  which  are  de¬ 
pendent  upon  determinations  by  the 
Secretary  of  Labor  under  the  Davis- 
Bacon  Act,  and  including  State  statutes 
or  laws  requiring  similar  wage  standards, 
the  Secretary  of  Labor  and  all  States 
shall  not  take  into  consideration  any 
wage  or  salary  increase  in  excess  of  that 
found  to  be  acceptable  in  making  de¬ 
terminations  under  that  Act  and  related 
statutes: 

(b)  In  order  to  assure  that  unac¬ 
ceptable  wage  rates  shall  not  be  utilized 
in  Federal  or  federally-related  construc¬ 
tion,  the  heads  of  all  Federal  depart¬ 
ments  and  agencies,  subject  to  the  direc¬ 
tion  and  coordination  of  the  Chairman 
of  the  Cost  of  Living  Council : 

(1)  shall  review  all  plans  for  construc¬ 
tion  and  financial  assistance  for  con¬ 
struction  in  localities  in  which  wage  or 
salary  increases  have  been  certified  by 
the  Chairman  of  the  Cost  of  Living  Coun¬ 
cil  to  be  unacceptable  and  shall,  on  the 
basis  of  that  review,  determine  whether 
such  plans  can  be  approved  or  continued; 
and 

(2)  shall  review  current  and  prospec¬ 
tive  construction  contracts  for  Federal 
construction  and  for  construction  on 
projects  receiving  Federal  financial  as¬ 
sistance  in  the  area  affected  by  a  certifi¬ 
cation  by  the  Chairman  of  the  Cost  of 
Living  Council  and  shall,  on  the  basis 
of  such  review,  determine  whether  such 
contracts  can  be  awarded  or  continued. 

(c)  The  Committee  and  the  boards 
shall  make  public  their  determinations 


specifying  the  craft  and  area  affected  and 
the  wages  or  salaries  deemed  unaccept¬ 
able. 

6.  The  Committee  shall  establish  cri¬ 
teria,  subject  to  approval  by  the  Chair¬ 
man  of  the  Co6t  of  Living  Council,  to  be 
applied  in  determining  whether  any  wage 
or  salary  increase  is  acceptable. 

7.  The  parties  to  a  labor  contract  ne¬ 
gotiated  in  the  construction  industry 
shall  promptly  submit  that  contract  to 
the  appropriate  board  or  boards.  Where 
there  is  no  appropriate  board  to  consider 
the  acceptability  of  a  proposed  wage  or 
salary  increase,  the  affected  national  or 
international  union,  and  the  affected  as¬ 
sociation  of  contractors  shall  promptly 
submit  that  contract  to  the  Committee. 

8.  The  Committee,  subject  to  approval 
by  the  Chairman  of  the  Cost  of  Living 
Council,  is  authorized  to  issue  such  rules 
and  regulations  as  may  be  necessary  to 
provide  for  the  expeditious  and  effective 
conduct  of  its  responsibilities  under  this 
Order  and  to  effectuate  its  purposes.  Such 
authority  of  the  Committee  under  this 
section  shall  include  the  authority  to 
issue  such  rules  and  regulations  as  may 
be  necessary  to  assure  the  effective  op¬ 
eration  of  any  board  which  may  be  es- 
stablished  under  this  Order,  and  to  pro¬ 
vide  for  the  resolution  of  impasses  within 
any  board. 

9.  (a)  The  term  “construction”  shall 
mean,  for  the  purpose  of  this  Order  (1) 
all  work  relating  to  the  erecting,  con¬ 
struction,  altering,  remodeling,  painting, 
or  decorating  of  installations  such  as 
buildings,  bridges,  highways  and  the  like, 
when  performed  on  a  contract  basis,  but 
shall  not  include  maintenance  work  per¬ 
formed  by  workers  employed  on  a  per¬ 
manent  basis  in  a  particular  plant  or  fa¬ 
cility  for  the  purpose  of  keeping  such 
plant  or  facility  in  efficient  operating 
condition;  (2)  the  transporting  of  ma¬ 
terials  and  supplies  to  or  from  a  particu¬ 


lar  building  or  project  by  the  workers  of 
the  contractor  or  subcontractor  perform¬ 
ing  the  construction  or  the  manufactur¬ 
ing  of  materials,  supplies,  or  equipment 
on  the  site  of  a  project  by  such  workers; 
and  (3)  all  other  work  classified  as  con¬ 
struction  in  section  5.2(g)  of  Part  5, 
Title  29  of  the  Code  of  Federal  Regula¬ 
tions. 

(b)  The  term  “wage  or  salary"  will 
mean,  for  the  purpose  of  this  Order,  all 
wage  or  salary  rate  schedules  and  eco¬ 
nomic  benefits  established  pursuant  to 
a  collective  bargaining  agreement  in  the 
construction  industry. 

10.  (a)  Subject  to  approval  by  the 
Chairman  of  the  Cost  of  Living  Council, 
the  Chairman  of  the  Committee  may  re¬ 
delegate  to  any  agency.  Instrumentality, 
or  official  of  the  United  States  any  au¬ 
thority  under  this  Order  and  may,  in 
carrying  out  the  functions  delegated  to 
him  by  this  Order,  utilize  the  services  of 
any  other  agencies.  Federal  or  State,  as 
may  be  available  and  appropriate. 

(b)  Subject  to  approval  by  the  Chair¬ 
man  of  the  Cost  of  Living  Council,  the 
Chairman  of  the  Committee  shall  have 
the  authority  to  sign  and  issue  sub- 
penas  for  the  attendance  and  testimony 
of  witnesses  and  the  production  of  rele¬ 
vant  books,  papers,  and  other  docu¬ 
ments,  and  to  administer  oaths,  all  in 
accordance  with  section  206  of  the  Eco¬ 
nomic  Stabilization  Act  of  1970,  as 
amended,  for  any  purpose  related  to  the 
Act. 

(c)  Subject  to  approval  by  the  Chair¬ 
man  of  the  Cost  of  Living  Council,  the 
Chairman  of  the  Committee  may  recom¬ 
mend  to  the  Department  of  Justice  en¬ 
forcement  action  designed  to  assure 
compliance  with  this  Order  and  the  reg¬ 
ulations  and  orders  of  the  CISC. 

11.  This  Order  shall  be  effective  im¬ 
mediately. 

George  P.  Shultz, 
Chairman,  Cost  of  Living  Council. 

[FR  Doc.73-936  Filed  l-ll-73;6:30  pm) 


